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was without question the most unusual year | have experi-
enced in my twenty years residing in the U.5. and working in the
hospitality industry. At the outset of the year, hospitality stocks could
do no wreng, capital resources seemed unlimited, many companies an-
nounced expansion plans and our industry was clearly in the crosshairs
of private equily firms looking to invest in growth markets. By midsummer,
the sub-prime discrder had been exposed and, by year-end, this conta-
gion had spread throughout the banking system. Earnings multiples for
hospitality stocks were slashed as investors looked for even a glimmer
of operating weakness. Gaylord, like many companies, saw a significant
deterioration in its market value — not surprising, given that the hospital-
ity sector has historically been on the leading edge of market corrections
in advance of recessionary fears. But | believe strongly that a company
like ours, respected by custormers and employees alike and with solid
growth opportunities, will recover its market capitalization ahead of the
pack with its reputation intact. The fact is that Gaylord is on the front-
line of success in our industry, with a very deliberate growth strategy
based on existing market demand, an unparalleled service culture and a
proven ability to bring economic prosperity to our destination communi-
ties. Together, these strengths not only make Gaylord Entertainment an
excellent investment in today’s market — they also position us for growth
momentum once the hospitality sector begins its cyclical recovery.




SUMMARY OF THE YEAR

What | would fike to concentrate on in this letter is
why | think our company is positioned on the frontline
of suceess and poised for an exciting future that will
create lots of value for our shareholders. | will begin
by commenting on a couple of key strategic decisions
we made during 2007 to focus our strategy and to
provide adequate capital to grow the company.

Very early in 2007, we announced that we were
looking at alternatives jor the ResortQuest business
purchased back in 2003. The sale took place in two
parts — first our Hawailan properties and then our
LIS, maintand properties. Both transactions closed by
the end of May 2007. While | could spend consider-
able time talking about ResortQuest and why it failed
to live up to expectations, the fact is that, in hindsight,
the acquisition was a mistake. Fortunately, we recog-
nized this and jettisoned the business before the real
estate meltdown took hold across the high-end
vacation home marketplace and the real estate
brokerage business.

Just prior to the closing of ResortQuest, we sold our
minority interest in Bass Pro Shops for $222 million,
resutting in a pre-tax gain of $140 milion. We were
pleased with this price as it gave us more capital to
directly deploy into the company's core growth areas.
Also during the early part of last year, we extended
our credit facility to $1 billion, pushing maturity out
until March 2010 and reducing the effective cost of
this financing to LIBOR plus 1.5%. Each of these three
events could nat have been better timed, particularly
with what happened to the credit markets late in the
year. Our balance sheet is now stronger and better
able to handle our growth strategies. In addition, our
company today is far less complex than it once was,
focused almost exclusively on the resort convention
business under the Gaylord Hotels brand. It is this
brand that brought us to the frontline of success in
just over six years — and it is this brand that will form
the backbone of our growth strategy going forward.

A DELIBERATE HOSPITALITY STRATEGY

| would now like {0 address why | say that Gaylord is
in an enviable position within the hospitality industry,
with a bright future that will be shaped by our ability
to take advantage of existing market demand, our
unparalleled service culture and our attractiveness to
destination communities. Let me start by explaining
the dynamics of our market niche.

The primary customers of Gaylord Hotels are large
groups who deliver between 600 and 2,000 delegates
at the peak of each convention. Each of these groups
is represented by a meeting planner whose influence
over the group can ke very substantial. We consider
these meeting planners to be the primary market
for our services. Our goal is to make every part of a
convention completely successful, including ensuring

that the needs of the meeting planner are 100% fulfiled.
White our physical product is extremely important in this
endeavor, the delivery of flawless service by every single
STAR in our organization (we call our employees STARS)
is by far the most critical part of our strategic execution.

In order for our STARS to be engaged and willing tc
deliver flawless service, our experience tells us that their
happiness and their beliefs in the notion that our company
is the very best place to work and the very best place to
build a career, are critical to our mission.

The strategic cutcome we desire can be described
as follows: highly satisfied customers serviced flawlessly
by contented and happy STARS who want to make our
company their home — all occurring within an outstand-
ing environment. We know this outcome drives a profit-
able, sustainable advantage for Gaylord Entertainment,
and as | will describe below, we are weli on our way to
achieving this.

For those of you who are new to our story, there is
one other critical piece of information that you should be
made aware of: large groups boaok between two and four
years ahead of their arrival, This characteristic is critical
to our thinking and to our unique business model. Unlike
many hospitality companies, cur business is not short-
term. In any given year, at any of our hotels, the largest
piece of our business, by far, consists of group busi-
ness booked years ago. This is an important distinction
between our company and hospitality companies that book
so much of their business in the current year. Thus, aur
overall performance last year was heavily influenced by
our success in attracting future bookings between 2003
and 2005. Similarly, how our customers were serviced
last year (poth those that actually stayed in our hotels and
those who booked with us for the future) will pretty much
determine how well we perform in the 2009/2010/2011
timeframe. That is why, for the last four to five years, we
have placed so much emphasis on our STAR satisfaction
levels, customer satisfaction levels and forward bookings
— these metrics are, without question, the lifeblood of
our future.

Let me give you an example. Back in 1998 and 1999,
the Opryland Hotel (as it was then called) posted reason-
able levels of profitability. However, if the metrics that |
referenced in the previous paragraph had appeared in the
company’s annual report, you wauld have noticed a dis-
turbing trend. Employee satisfaction was deteriorating, as
was customer satisfaction, and — guess what? Forward
large-group bookings were deteriorating just as quickly. All
of this was evidenced in 2000 and 2001 by poor financial
performance, proving that current service performance
and employee satisfaction rates have a profound impact
on future bookings and financial performance.

Given this situation, why am | so confident that we
remain positioned on the frontline of success for the future?
First of all, through 2007, independently conducted surveys
of our STARS showed satisfaction levels at an all-time
high. At the same time, STAR turnover was at an all-time




low. Did this affect the customer? You bet! Our 2007
customer satisfaction levels were the highest they
have been since this management team took over
in 2001. These tremendous new levels — combined
with the halo effect that our brand enjoys in the
meeting planning community — resulted in record
bookings of almost twoe million room nights at Gaylord
Hotels. And that is truly success.

How do we intend to protect our enviable posi-
tion within the hospitality sector? Even though our
customer satisfaction levels are at record highs, we
will continue to refine our recruitment, frontline and
supervisor training programs, as well as strive for per-
fection in aur career progression practices. Our goal is
to achieve even higher levels of STAR and customer
satisfaction over the years to come. In addition, we will
cortinue 1o refing many of our operating processes,
such as implementing a new labor management sys-
tem and improved procurement practices. All of these
initiatives were underway in 2007 and have helped to
drive more of revenue growth to the bottom line.

FOCUSING ON GROWTH

The area of growth is another illustration of how things
have changed over the last year. Twelve months ago,
growth options were uniformly applauded by ana-
lysts and investors alike. But now, with the scarcity

of capital, in some quarters it seerns as if growth is
seen as bad. However, the reality is that markets will
recover and successful brands will grow and value will
be created. As managers, we have the responsibility
to “cultivate” and sow the seeds that will provide long-
term EPS growth in the years to come.

Some of the growth options that | reference below
are already financed and will generate very good
returns. Others should be viewed as options that wil
be exercised when the capital markets epen up and
capital is available at rates that will allow us good
returns.

By the time you read this annual report, the next
phase of the brand evolution of Gaylord Hotels will
have become a reality. At the end of March 2008, we
will be opening the Gaylord National, a magnificent
hotet situated near the nation’s capital. The National
will transform the targe meetings business in this
region, and we believe from meeting planner reaction
that it will be very successiul. At the time we open
this hotel, we expect to have aimost 1.45 million
room nights booked, which is by far the largest
forward bookings basket we have ever had prior to
opening any of our hotels. We are very excited about
this resort’s prospects as it is without comparison.
Once up and operating, it will be the best convention
and resort hotel on the East Coast, let alone in our
nation’s capital.

On the West Coast, implementation of plans for
our proposed new resort in Chula Vista, California, a

town several miles south of San Diego, continues to
be predictably complex, as is the case with virtually
all California ventures involving new construction. We
continue to enjoy strong community support, as well
as that of the City of Chula Vista and the Port Authority
of San Diego. However, local representatives of ithe
trades affiliated with the AFL-CIO continue to insist
that the project be built 100% union-contracted, an
unreasonable stance that has complicated our overall
negotiations. We love the San Diego market and

will continue to maove this project forward carefully,
but cannot agree to build this project 100%-union
because of the limited qualified all-union construction
companies in this market and the impact it would
have on project cost and, thus, feasibility.

Over the last few years, we have communicated
a lot of information 1o you, our shareholders, regard-
ing forward bookings, including room nights we have
turned down bacause of lack of available space.
Because of the demand we have generated across
our brand, during this last year we engaged with the
cities of Nashville, TN, and Grapevine, TX, to explore
expansion of our hotels within these markets, As you
know, we successfully negotiated financial incentives
from both cities that will allow us to expand Gaylord
Opryland by just over 400 all-suite rooms and the
Gaylord Texan by approximately 500 rooms. At both
of these facilities we will be expanding the conven-
tion facifities materially. Expanding existing convention
facilities is a cornplex process because we cannot
disrupt our existing facilities, which are extensively
booked for the next several years. We are presently
finalizing the expansion program and schedule and
will be opening this inventery for future bookings over
the next several months.

Over the last few weeks, we have been engaged
in discussions with Osceola County, Florida, about
the possibility of expanding the Gaylord Palms. The
greater Orlando market is important to our strategy
and we are exploring this opportunity enthusiastically.

Let me also comment on our November announce-
ment to purchase the Wesiin La Cantera in San
Antonioc. As we discussed, we have been pursuing
the San Antonio market for well over a year. San
Antonio is a Top 10 meetings market, and so many
of our meeting ptanning customers have a desire to
frequent this market. La Cantera is a unique asset
situated on approximately 800 magnificent acres.
After about a year of courtship, we were able to
reach agreement on a reasonable deal with its
owner on November 26, 2007,

Several weeks later, hospitality stocks started to
nosedive for regsons | outlined in the beginning of
this letter. From the middle of December to the end
of January, our equity price was slashed from about
$45 per share to $26. At the same time, credit mar-
kets became even more elusive. This is why, early in



February, we announced that we were seeking a partner
to assist us in acquiring this hotel. This will allow us to uti-
lize part of this freed-up capital to buy back approximately
$80 million of our stock. At the time of writing this letter,
we are engaged in a number of discussions with parties
who have expressed an interest in partnering with us. We
will inform you more on this as things develop.

Finally, we are in discussions with severat other large
cities who have reached out to Gaylord and who want us
to build one of our world-class facilities in their municipali-
ties. Our brand is being sought out and we will pursue
these opportunities with enthusiasm, obviously keeping
the volatile credit markets very much in mind.

Turning to our other premier brand: 2007 was a very
good year for the Grand Ole Opry. It expanded both
its reach and popularity, contributing even more to our
profitability. | would like to thank all the performers and
everyone involved with the Opry for their efforts during the
year. We continue to prize this uniguely American brand.

LOOKING AHEAD

As | look forward to 2008, | am very enthusiastic about
the prospects for Gaylord Hotels. Could a recession bring
a period of fall-off in dermand for the ieisure and transient
sector? Possibly. Could it be a year or so before the
capital markets start to recover? Probably. But just like
ocean-going liners who run into a storm, we have huge
stabilizers: the large meetings business, which continues
to grow from a demand perspective, and our relative posi-
tion, which continues to get stronger. | firmly believe that
our strength will carry us through and we will emerge —
unscathed and still in on the frontline of success — once
we have weathered this storm.
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Remember, too, that the frontline of success was
reached the hard way by building an extraordinarily strong
STAR culture. It's our STARS who create our competitive
advantage, not our fabulous product. This is a very robust
strategy that does not get superseded by the next fancy
bed or shower, Qur folks are happy and eager to deliver
legendary service and our customer satisfaction levels are
getting stronger. Market conditions will not change these
fundamental strengths. We have record levels of forward
reservations on the books, with current bookings continu-
ing to move along at a strong clip. Our future looks really
exciting. We are well capitalized to deal with the finaliza-
tion of Gaylord National and the two expansions we have
announced. In short, dealing with difficult times is just part
of doing business and those with the best strategy will
always be recognized for just that. Happily, we expect to
be in that group.

In closing, I'd like to thank the management team and
the Board of Directors for their outstanding leadership. I'd
also fike to thank the thousands of Gaylord STARS who
made a special effort every single day of the year during
2007 to ensure that every customer had the experience
of a lifetime at Gaylord Hotels. Flawless customer service
is the foundation of our reputation and | am grateful to the
people an the frontline that make us successful.

Colin V. Reed

CHAIRMAN, PRESIDENT & CHIEF EXECUTIVE OFFICER
Gaylord Entertainment Company
March 24, 2008

2007 President’s Award Winners

{from left to right}
Respect Excellence Integrity Service
Richard Caines Brooks O'Brien Jason Davies Ana Angulo

Gaylord Palms, Training Gaylord Opryland, Horticuture

Colin V. Read
Chairman, Prosident antt CEO

Citizanship
Lori Sherwood
Gaylord Texan, Accounting

Gaylord Opryland, Housekesping Gaylord Texan., Housekeeping
Passion

Guillermo Quintanilia

Gaylord Texan, Transportation
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ON THE FRONTLINE OF SUCCESS

Clients and guests agree: V& .« e om0

Gaylord Hotels is the only hotel network designed for large group meetings. Our all-in-one-place convention
resorts combine business with pleasure in a luxury environment unequalled by our competitors. Qur superior
service model then ensures an unforgettable stay for each guest and a best-in-class convention experience
for each meeting planner client. This flawless service is one reason why Gaylord now enjoys over 80% unaided
awareness among meeting planners nationwide. It is also why so many groups book with us years in advance,
often on a multi-year basis and across our entire hotel network. Because of their loyalty, we benefit from a more
predictable revenue stream than other hospitality companies, improving our ability to manage future booking
periods for optimum occupancy and to operate profitably in all economic environments. We know this is an i
enviable achievement in our industry and we never take it for granted.
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Our success in creating a national hotel brand is now driving the future of Gaylord Entertainment. We are so
popular with meeting planners that we received more requests for room nights than we were able to accom-
modate, even though future reom nights were booked at record levels. We have embarked on a very deliberate
plan to capture this brand-loyal business by building new resorts in key destination locations, acquiring luxury
properties well suited to the large-group market and, over the next four years, expanding the room capacity
of our existing hotels. Whether we build, buy or improve, all Gaylord properties will feature the same signature
strengths that have made us an overwhelming first choice among meeting planners.

Teri Hickman
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Gaylord is top-notch. Everyone in the entire
company, from the hotel’'s General Mianager dovrn
to the concierge, works directly with meeting
planners — and everybody gets it. They know
what your needs are before you do and they act
like an extension of your team. When I knovr 1
don’t hzve ‘o stand back with cudio-visual, or
food and beverage, and can actually sit down
and enjoy tnz experience with my customers —
that makes a huge difference to me. You knowr
Gaylord is elways going o execute flawlessiy,
even the follow-up afterward. That's why we have
future bookings with Gaylord.




Oy e 0N INE OF SUCTIESS

It’s unanimous: s Is eUIr strenctihs

The difference between hospitality companies that thrive and those that merely survive is often very simple:
service. Gaylord has achieved remarkable success in a demanding industry in less than a decade because we
understand, and have from the very beginning, that the reputation of Gaylord Hotels is tested thousands of
times a day. To be the best-in-class, we work to perfect every encounter between hotel guests and our STARS.
We make flawless service an absolute gyiority and it has-paid off — customer satisfaction rankings and STAR
satisfaction rates hit record levels in £




Of couirse, we do more than make each guest stay unforgettable. We never forget that meeting planners are
our primary client and the focus of our business. That is why dedicated client service representatives work
with meeting planners sometimes years before a group’s stay and follow through with them in the weeks after
a meeting to ensure that every detail has been met or addressed. We hire and train the best workforce in the
industry, and through the dedication of these STARS, have demonstrated that Gaylord Hotels can indeed
deliver flawless service year after year. Service excellence is at the core of our reputation and is vital to Gaylord's
growth. Our flawless services generates repeat business in the form of advance bookings which, in turn, allow us
to gauge future demand for our properties and better manage our operating costs. When it comes to customer
satisfaction, our STARS are the frontline of our success.

R George Yiu

,..-
ooz oz muziza
s RT3

L] CRER GAVLERED FALMS
1 t : [LhelcuituzelhereladGaylozdlisloreatalbevialways]
S WouittheidSTARStizs MNodaliodorlobshwillld Xt haty
: = TSI SR LI W neylonyihirelpeoplewithlalpassiontfodwhal)
. " ‘gg Lt e d ol andligyeuliovelwhatlyouldoYeverytting
. B bBT oo comes memely e vy fim Geensd b
% B

lisldefinitetyfonelreasoniwhvilimlalwaysihappyito]
golbeyondjfordourdhotellguestsYiffsomeonelwants]
ichickentsouplandlitisinotfonithelmenultilllmake]
itifoddthe mifresh¥Riusltheljoblopportunitiesihetel
arelthelbest¥limllookinglfoswarditofworkinglat]
allloffthelrestaurantsYiseelmyseiffworkinglal
(Gaylordifodaliongitimeltolcomes




ON THE FRONTLINE OF SUCCESS

The consensus isclear:

Each time we create a Gaylord hotel, we enhance our ability to attract bookings by developing the destina-
tion location around us — adding entertainment, shopping, leisure and recreational attractions, if need be, to
draw more visitors to our hotels. As a result, Gaylord resorts serve as the economic anchors of their locations,
providing jobs for thousands of residents while bringing millions of dollars into local economies each year. This
kind of frontline role as a leading business citizen brings with it a great deal of responsibility. Gaylord takes
this responsibility very seriously. We serve as a model employer, support a wide variety of local activities and
make it possible for our STARS to be active in their communities through civic-minded employee policies. Very




often, our success inspires other businesses to open shop nearby, with the happy result that the local economy
becomes even stronger and more diversified.

Enriching our destination communities is an important component of our continuing ability to grow our
national hotel network. With our reputation preceding us, doors are opened in more locations and we are often
able to negotiate incentives or financing options that keep our costs under control. In fact, local community
cooperation made the building and expansion of the Gaylord National and the Gaylord Texan possible and is
helping to fund the expansion of Gaylord Opryland in Nashville. These efforts will, in turn, make it possible for
us to accommodate more meeting planner clients and capture more future bookings by establishing Gaylord
hotels in desirable locations across America.

William D. Tate

“Partnership” is a term we {ake seriously in
Yeras and one that truly embodies the relation-
ship between Gaylord Entertainmant and the
City of Grapavine. The Gaylord brand is easy to
~ - sall, just lilke the cowbay, the folklore and the
mystique of Texzs. Together, we have been able

NN, : N and tourism vrosidwride and to preserve the rich
S A ég:; heritage of Toxas through a common vehicle — !
=7 7' the Gaylord Texan.

to do something special to promote hospitality E_\




Gaylord Hotels Summary of Performance

2007 was another salid year of growth for Gaylord Entertainment, underscoring the strength of our operating model and

the wisdom of our commitment to the conventions and meetings sector.

Room Nights (in thousands)

Advance Boockings
Bookings include Gaylord National

1,974
1,843 =
1.667 f—r1
1,581
1,285 —_—
2003 2004 2005 2006 2007

We booked a record number of advance room nights across all of
our properties in 2007, including our soon-to-be-cpened Gaylord
National. These contractad reservations contribute to a financial
stabilty not found in other hospitality sectors. And because
Gaylord Hotels generates considerable revenus outsida the room,
any increase in ocouparcy is a powerful driver of cash fiow beyond
room fate profits alone.

Customer Satisfaction Scores
Percentage of Top Box {7's) Scores

60% _ 9%

51%

50%

50%

40%

30%

20%

10% =

0%

2005 2006 2007

Each year, more and more of our customers and guests give
Gaylord Hotets the highest possible service ranking — a perfect
7.0. In fact. in 2007, nearly 59% of customers gave us a periect
score. This is a significant rise over the prior two years and it proves
that our sarvice excellence initiative is paying dividends. We were
able to achieve this record level of customer satisfaction while also
recording our highest employee satisfaction scores ever —— an
indication that we have succeeded in creating an emvironment
where everybody wins.

Advanca Bookings {room nights in thousands)

Booking Pace Comparison
Total Roomn Nights Booked 3 Months Prior to Cpening

1,299
927
e nma——
3 — 642
Gaylord Gaylord Gaylord
Paims Texan National

Bookings at Gaylord National set anather record during the 4th
quarter of 2007, with an additional 189,632 room nights booked
during the period — bringing the cumulative numbser of net definite
room rights for the National to approximately 1.3 milien. Gaytord
Mational moved into 2008 with advance bookings at record levels.
setting the stage for high levels of occupancy and above market
average daily rates.

Gaylord Hotels Total RevPAR Index

160%
155% 156%
150%
150%
145%
140%
2004 2005 2006 2007

Total RevPAR measures the average revenue from each guest
based on a combination of rpom charges plus al revenues
generated by ancillary services offered outside the soom. An
index of 100% represents performance equal to the average of
our competition. The continuing ability of Gaylord to outperform its
peer group is evidence that our guests value our all-in-one-place
resorl environment.
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GAYLORD ENTERTAINMENT COMPANY AND SUBSIDIARIES
SELECTED FINANCIAL DATA

The following selected historical financial information of Gaylord and its subsidiaries as of December 31, 2007
and 2006 and for each of the three years in the period ended December 31, 2007 was derived from our audited
consolidated financial statements included herein. The selected financial information as of December 31, 2005,
2004 and 2003 and for each of the two years in the period ended December 31, 2004 was derived from
previously issued audited consolidated financial statements adjusted for unaudited revisions for discontinued

operations. The information in the following table should be read in conjunction with “Management’s Discussion
of Financial Condition and Results of Operations” and our consolidated financial statements and related notes as
of December 31, 2007 and 2006 and for each of the three years in the period ended December 31, 2007 included

herein.

Income Statement Data:
Revenues;

Hospitality ............ ... .. ...
Opry and Attractions. . .. ..............
Corporate and Other . .. ...............

Total revenues ........... ...,

Operating expenses:

Operating costs. . ... ... ..............
Selling, general and administrative .. ... ..
Preopening costs(1). ... ...............
Impairment and other charges . .. ... .. ...
Restructuring charges . ................

Depreciation and amortization:

Hospitality .. .......... ... ... .......
Opry and Attractions. .. .. ....,.........
Corporate and Other ... ...............

Total depreciation and amortization . . . . .
Total operating expenses . ... ...........

Operating income (loss):

Hospitality .. ................. ... ...
Opry and Attractions. .. ... ............
Corporate and Other .. ................
Preopening costs(1). . .................
Impairment and other charges . ........
Restructuring charges ...............
Total operating income (loss)........
Interest expense, net of amounts capitalized . . .
Interest income. .. .....................

Unrealized gain (loss) on Viacom stock and

CBSstock .........................
Unrealized gain (loss) on derivatives, net. . . ..
Income from unconsolidated companies . . ...
Other gains and (losses) . ................

Income (loss) from continuing operations before
INCOTME tAXES. .. .. vvv it n s

Years Ended December 31,

2007 2006 2005 2004 2003
{In thousands, except per share amounts)
$669,743  $645437  $576,927  $473,051  $369,263
77,769 76,580 67,097 66,565 61,433
211 255 512 388 184
747,723 722,272 644,536 540,004 430,880
448,975 442,679 395,461 347,809 262,724
160,699 153,763 143,184 122,400 112,041
17,518 7,174 5,005 14,205 11,562
— — — 1,212(4) 856(4)
— — — 196(5) —
65,369 64,502 63,188 58,521 46,536
5,300 5,663 3,347 5,215 5,129
6,480 4,903 4,049 4,737 6,099
77,349 75,068 72,584 68,473 57,764
704,541 678,684 616,234 554,295 444,947
110,126 99,080 72,684 43,525 42,347
6,600 5,014 1,889 1,548 (600)
(56,026)  (53.332)  (41,266)  (43,751)  (43,396)
(17,518) (7,174) (5,005) (14,205  (11,562)
— — — (1,.212)(4) (856)(4)
— — — (196)(5) —
43,182 43,588 28,302 14,291y (14,067)
(38,536)  (72473)  (73,249)  (55042)  (52,804)
3,234 2,088 1,787 1,448 2,461
6,358 38,337 (41,554)  (87.914) 39,831
3,121 (16,618) 35,705 56,533 (33,228)
964 10,563 2,169 3,825 2,340
146,330(3) 3,280 5,938 2,859 2,227
164,653 8,767  (40,902)  (92,582)  (53,240)
62,665 3.989 (10,832y  (34,763)  (22,635)
101,988 4,778 (30,070  (57.819)  {30,605)



Years Ended December 31,

2007 2006 2008 2004 2003

(In thousands, except per share amounts)

Income (loss) from discontinued operations, net

oftaxes(2) . ... .. 9,923 {84,213) {3,880) 4,181 32,857
Netincome (loss) . ........... ... ... $111,911  $(79,435) $(33,950) $(53,638) % 27252
Income (Loss) Per Share:
Income (loss) from continuing operations . . . . . $ 249 3 012 0§ (075 $ (146) 3 (0.89)
Income (loss) from discontinued operations, net
oftaxes . ... ... ... ... 0.24 (2.08) (0.10) 0.11 0.96
Net income (loss) . .................. $ 273 % (196) & (085 $ (135 § 0.07
Income (Loss) Per Share — Assuming
Dilution:
Income (loss) from continuing operations . . . . . $ 241 $ 011 % @075 $ (146 § (0.89)
Income (loss) from discontinued operations, net
of taxes . ... L. 0.24 {(2.02) (0.10) 0.11 0.96
Net income (lossY ... . ... it $ 265 % (19 $ (@©8% $ (135 § 0407
As of December 31,
2007 2006 2005 2004 2003

(In thousands}
Balance Sheet Data:

Total ass€tS . . ... i e $2,336,867(6) $2,632,510(6) $2.532,590(6) $2,521,045(6) $2,581,010(6)
Totaldebt . ......... ... . ... . . ... 981,100(7)  755.553(7) 599,067(7) 57640%(7) 548,159(7)
Secured forward exchange contract. . .. ........ —{6} 613,054(6) 613,054(6) 613,054(6) 613,054(6)

Total stockholders” equity . ................. 941,492 798,026 848,567 869,601 906,793

(1) Preopening costs are related to the Gaylord Texan and our Gaylord National hotel project in the Washington, D.C.
area. Gaylord Texan opened in April 2004, and Gaylord National is expected to open in 2008.

(2) In August 2001, the FASB issued SFAS No. 144, “Accounting for the impairment or Disposal of Long-
Lived Assets”. In accordance with the provisions of SFAS No. 144, we have presented the operating
results and financial position of the following businesses as discontinued operations for all periods pre-
sented: ResortQuest; WSM-FM and WWTN(FM); Word Entertainment; Acuff-Rose Music Publishing;
GET Management, our artist management business; Oklahoma RedHawks; our internaticnal cable net-
works; the businesses sold to affiliates of The Oklahoma Publishing Company consisting of Pandora Films,
Gaylord Films, Gaylord Sports Management, Gaylord Event Television and Gaylord Production Company;
and our water taxis,

(3) On May 31, 2007, we completed the sale of all of our ownership interest in Bass Pro Group, LLC to Bass
Pro Group, LLC for a purchase price of $222.0 million in cash and recognized a pre-tax gain of
$140.3 million on the sale.

(4) Reflects the reduction in the carrying value of certain assets.
(5) Related primarily to employee severance and contract termination costs.

(6) In 1999 we recognized a pretax gain of $459.3 million as a result of the divestiture of television station KTVT
in Dallas-Ft. Worth in exchange for CBS Series B preferred stock, which was later converted into
11,003,000 shares of Viacom, Inc. Class B common stock, $4.2 million of cash and other consideration. Dur-
ing 2000, we entered into a seven-year secured forward exchange contract (“SFEC”) for a notional amount of
$613.1 million with respect to 10,937,900 shares of the Viacom, Inc. Class B common stock. As further dis-
cussed in Note 6 to our consolidated financial statements for the year ended December 31, 2007 included
herewith, we exchanged the 10,937,900 shares of Viacom, Inc. Class B common stock for 5,468,950 shares of

Viacom Stock and 5,468,950 shares of CBS Stock effective January 3, 2006. During May 2007, the SFEC con-

tract matured and the Company delivered all of the Viacom Stock and CBS Stock to Credit Suisse First Boston
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in full satisfaction of the $613.1 million debt obligation under the SFEC. As a result, the debt obligation,
Viacom Stock, CBS Stock, put option, call option, and deferred financing costs related to the SFEC were
removed from the consolidated balance sheet during the second quarter of 2007. The CBS Stock and Viacom
Stock were included in total assets at their market values of $394.9 million, $356.6 million, $400.4 million,
and $488.3 million at December 31, 2006, 2003, 2004, and 2003, respectively. Prepaid interest related to the
secured forward exchange contract of $10.5 million, $37.3 million, $64.3 million, and $91.2 million, was
included in total assets at December 31, 2006, 2005, 2004, and 2003, respectively.

(7) Related primarily to the construction of the Gaylord Palms, the Gaylord Texan and the Gaylord National.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
Our Current Operations
Our ongoing operations are organized into three principal business segments:

» Hospitality, consisting of our Gaylord Opryland Resort and Convention Center (“Gaylord Opryland”), our
Gaylord Palms Resort and Convention Center (“Gaylord Palms™), our Gaylord Texan Resort and Convention
Center (“Gaylord Texan™), and our Radisson Hotel at Opryland (“Radisson Hotel”™).

» Opry and Attractions, consisting of our Grand Ole Opry assets, WSM-AM and our Nashville atiractions.
+ Corporate and Other, consisting of our ownership interests in certain entities and our corporate expenses.

For the years ended December 31, our total revenues were divided among these business segments as follows:

Segment 207 2006 2005
HOSPIALILY . o . v ot et e e e W% 89% 90%
Opry and ABIactions . . . ... ... ittt 10% 11% 10%
Corporate and Other ... ... i 0% 0% 0%

We generate a significant portion of our revenues from our Hospitality segment, We believe that we are the
only hospitality company focused primarily on the large group meetings and conventions sector of the lodging
market. Our strategy is to continue this focus by concentrating on our “All-in-One-Place™ self-contained
service offerings and by emphasizing customer rotation among our convention properties, while also offering
additional entertainment opportunities to guests and target customers.

Our concentration in the hospitality industry, and in particular the large group meetings sector of the
hospitality industry, exposes us to certain risks outside of our control. General economic conditions,
particularly national and global economic conditions, can affect the number and size of meetings and
conventions attending our hotels, Recent events, including fallout from problems in the U.S. subprime
mortgage market, indicate a potential near-term recession in the national economy. A recession or downturn in
the national economy or in a region constituting a significant source of customers for any of our properties, or
the public perception that a recession or downturn might occur, could result in fewer advance bookings, fewer
transient customers visiting our properties, and/or guests spending less money at our properties, each of which
could adversely affect our results of operations. While we believe that the large group customers that make vp
the core of our revenues are less susceptible to changes in economic conditions, there can be no assurance that
a downturn in general economic conditions would not have an adverse effect on the Company’s results of
operations.

Our business is also exposed to risks related to tourism, including terrorist attacks and other global events
which affect levels of tourism in the United States and, in particular, the areas of the country in which our
properties are located. Competition and the desirability of the locations in which our properties are located are
also important risks to our business. See “Risk Factors” below for additional discussion regarding the risk
factors that could cause our actual results to differ from our expected or historical results.

Recent Developments

Bass Pro. On May 31, 2007, we and our wholly owned subsidiary, Gaylord Hotels, Inc., completed the sale
of all of our interest in Bass Pro Group, LLC (consisting of 43,333 common units) for a purchase price of
$222.0 million pursuant to the terms of a Common Unit Repurchase Agreement, dated April 3, 2007. The
purchase price was paid in cash in full at closing. Our Chief Executive Officer formerly served as a member
of the board of managers of Bass Pro Group, LLC but resigned upon consummation of the sale. See “Non-
Operating Results Affecting Net Income (Loss) — Income from Unconsolidated Companies” below for a
discussion of the results of our investment in Bass Pro prior to the date of disposal.
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ResortQuest.  Following the closing of the sale of our interest in Bass Pro Group, LLC, on May 31, 2007, our
wholly-owned subsidiary, ResortQuest International, Inc. (“RQI"), completed the sale of all of the equity
interests of RQI Holdings, LLC (f/k/a RQI Holdings, Ltd.) and ResortQuest Real Estate of Hawaii, LLC (f/k/a
ResortQuest Real Estate of Hawaii, Inc.} to Vacation Holdings Hawaii, Inc., an affiliated company of Interval
International (*“Vacation Holdings™), pursuant to the terms of a Stock Purchase Agreement dated as of April 18,
2007 (the “ResortQuest Hawaii Purchase Agreement”), by and among us, RQI, Vacation Holdings and Interval
Acquisition Corp. The purchase price paid by Vacation Holdings was $109.1 million, prior to giving effect to
a purchase price adjustment based on the working capital of the acquired entities as of the closing. The
purchase price was paid in cash in full at closing. We retained our 19.9% ownership interest in RHAC
Holdings, LLC and our 18.1% ownership interest in Waipouli Holdings LL.C, as our ownership interests in
these hotel ownership joint venture entities were excluded from this transaction.

Thereafter, on June 1, 2007, we and Gaylord Hotels entered into a Stock Purchase Agreement dated as of
June 1, 2007 (the “ResortQuest Mairland Purchase Agreement”)} with BEI-RZT Corporation, a subsidiary of
Leucadia National Corporation (“BEI-RZT”). Pursuant to the terms of the ResortQuest Mainland Purchase
Agreement, Gaylord Hotels completed the sale of all of the capital stock of RQI to BEI-RZT on June 1, 2007.
The purchase price paid by BEI-RZT was $35.0 million, prior to giving effect to certain purchase price
adjustments, including a purchase price adjustment based on the working capital of RQI as of the closing. The
purchase price was paid by the delivery of a four-year promissory note in the principal amount of $8.0 million
bearing interest at the annual rate of 10%, and the balance of the purchase price was paid in cash at closing.
This promissory note was cancelled and deemed to be satisfied and paid in full in full satisfaction of the final
purchase price adjustment payable by Gaylord to BEI-RZT, as described above.

As a result of the transactions described above, the results of operations of our ResortQuest business, net of
taxes, are included in discontinued operations for all periods presented. See “Non-Operating Results Affecting
Net Income (Loss) — Income (Loss) from Discontinued Operations, Net of Taxes™ below for a discussion of
the results of operations of our ResortQuest business.

Key Performance Indicators

Hospitality Segment.  The operating results of our Hospitality segment are highty dependent on the volume of
customers and the quality of the customer mix at our hotels. These factors impact the price we can charge for
our hotel rooms and other amenities, such as food and beverage and meeting space. Key performance
indicators related to revenue are:

* hote!l occupancy (volume indicator)
» average daily rate (“ADR") (price indicator)

* Revenue per Available Room (“RevPAR”) (a sumimary measure of hotel results calculated by dividing room
sales by room nights available to guests for the period)

= Total Revenue per Available Room (*Total RevPAR™) (a summary measure of hotel results calculated by
dividing the sum of room, food and beverage and other ancillary service revenue by room nights available to
guests for the period)

» Net Definite Room Nights Booked (a volume indicator which represents the total number of definite
bookings for future room nights at Gaylord hotels confirmed during the applicable period, net of
cancellations)

We recognize Hospitality segment revenue from rooms as earned on the close of business each day when a
stay occurs. Revenues from food and beverage and retail sales are recognized at the time of sale. Revenues
from other services at our hotels, such as spa, parking, and transportation services are recognized at the time
services are provided. Almost all of our Hospitality segment revenues are either cash-based or, for meeting
and convention groups meeting our credit criteria, billed and collected on a short-term receivables basis. Qur
industry is capital intensive, and we rely on the ability of our hotels to generate operating cash flow to repay
debt financing, fund maintenance capital expenditures and provide excess cash flow for future development.
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The resulis of operations of our Hospitality segment are affected by the number and type of group meetings
and conventions scheduled to attend our hotels in a given period. We attempt to offset any identified shortfalls
in occupancy by creating special events at our hotels to attract transient guests or offering incentives to groups
in order to attract increased business during this period. A variety of factors can affect the results of any
interim period, including the nature and quality of the group meetings and conventions attending our hotels
during such period, which have often been contracted for several years in advance, and the level of transient
business at our hotels during such period.

Overall Outlook

We have invested heavily in our operations in the years ended December 31, 2007, 2006 and 2005, primarily
in connection with the continued construction and improvement of the Gaylord Texan after it opened in 2004
and the construction of the Gaylord National hotel project, described below, beginning in 2005 and continuing
in 2006 and 2007. Our investments in the balance of 2008 are expected to consist primarily of ongoing capital
improvements for our existing properties (particularly the expansions at Gaylord Opryland and Gaylord Texan)
and the continued construction of the Gaylord National.

On February 23, 2005, we acquired approximately 42 acres of land and related land improvements in Prince
George’s County, Maryland (located in the Washington D.C. area) for approximately $29 million, on which
land we are developing a hotel to be known as the Gaylord National Resort & Convention Center.
Approximately $17 million of this was paid in the first quarter of 2005, with the remainder payable upon
completion of the project. The project was originally planned to include a 1,500 room hotel; however, we have
expanded the planned hotel to a total of 2,000 rooms. In connection with this expansion, we will pay an
additional $8 million for land improvements related to the expanded facility upon completion of the project.
We currently expect to open the hotel in 2008.

Prince George’s County, Maryland has approved three bond issues related to the development of our hotel
project. The first bond issuance, in the amount of $65 million, was issued by Prince George’s County,
Maryland in April 2005 to support the cost of infrastructure being constructed by the project developer, such
as roads, water and sewer lines. The second bond issuance, in the amount of $95 million, was issued by Prince
George’s County, Maryland in April 2005 and placed into escrow until completion of the convention center
and 1,500 rooms within the hotel, at which time the bonds will be released to us. In addition, on July 18,
2006, Prince George’s County, Maryland approved an additional $50 million of bonds, which will be issued to
us upon completion of the entire project. We will initially hold the $95 miltion and $50 million bond issuances
and receive the debt service thereon, which is payable from tax increment, hotel tax and special hotel rental
taxes generated from our development,

We have entered into several agreements with a general contractor and other suppliers for the provision of
certain construction services at the site. The agreement with the general contractor (the Perini/Tompkins Joint
Venture) is with our wholly-owned subsidiary, Gaylord National, LLC, and provides for the construction of a
portion of the Gaylord National hotel project in a guaranteed maximum price format. As of December 31,
2007, we had committed to pay $870.9 million under this agreement and the other agreements for construction
services and supplies and other construction related costs ($97.9 million of which was outstanding as of such
date). Construction costs to date have exceeded our initial estimates from 2004. A portion of these increased
costs are attributable to: (a) construction materials price escalation that has occurred over the past three years;
(b) increased cost of construction labor in the Washington, D.C. marketplace due to historically low
unemployment and a high degree of construction activity; (¢} our 500-room expansion and related additional
meeting space, and the acceleration of its construction so that the expansion will open concurrently with the
original project; and (d) enhancements to the project design. We have also reserved our rights with our general
contractor and architect for possible claims concerning cost overruns. We currently estimate that the total cost
of the project will be approximately $920 — $950 million, which includes the estimated construction costs for
the expanded 2,000 room facility and excludes approximately $72 million in capitalized interest, approx-
imately $48 million in pre-opening costs and the governmental economic incentives. As of December 31,
2007, we have spent approximately $721.7 million (excluding capitalized interest and pre-opening costs) on
the project. We intend to use proceeds of our $1.0 billion credit facility, cash flow from operations, and after
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completion, the proceeds of tax increment payments on the $1435 million in government bonds described
above, to fund the development and construction.

On July 25, 2006, the Unified Port of San Diego Board of Commissioners and the City of Chula Vista
approved a non-binding letter of intent with us, outlining the general terms of our development of a 1,500 to
2,000 room convention hotel in Chula Vista, California. The parties recently extended the termination date for
the non-binding letter of intent to May 31, 2008, and the parties continue to discuss the terms under which we
would develop and operate the convention hotel project. If the parties can reach a final agreement, such
agreement would be subject to a number of closing conditions and approvals, including but not limited to
approval by the California Coastal Commission. At this time, we are unable to predict whether such approvals
would be forthcoming.

With respect to our existing properties, we expect to commence expansion projects at both Gaylord Opryland
and Gaylord Texan in late 2008 or early 2009. The city of Nashville has approved an $80 million bond issue
in connection with our planned expansion at Gaylord Opryland, which would add approximately 400 guest
rooms, a significant amount of new meeting facilities and additional parking. The planned expansion at
Gaylord Texan would add approximately 500 guest rooms, approximately 200,000 square feet of additional
meeting and prefunction space and additional leisure amenities, including an outdoor resort pool. Significant
components of the proposed Gaylord Texan expansion are subject to, among other things, approval by the
U.S. Army Corps of Engineers, which has not yet been obtained.

We entered into an Agreement of Purchase and Sale dated as of November 19, 2007 (the “Purchase
Agreement”) with LCWW Partners, a Texas joint venture, and La Cantera Development Company, a Delaware
corporation (collectively, “Sellers™), to acquire the assets related to the Westin La Cantera Resort, located in
San Antonio, Texas (the “La Cantera Resort”), as well as approximately 90 acres of undeveloped land adjacent
thereto.

The purchase price payable by us under the Purchase Agreement is $252.5 million, payable in cash at closing,
which amount is subject to certain adjustments at closing. In addition, we will be required to pay a termination
fee in an amount not to exceed $3.3 million at closing in connection with the termination of the current
management agreement for the La Cantera Resort.

On Fanuary 21, 2008, we entered into an amendment (the “Amendment™) with Sellers to the Purchase
Agreement. The Amendment extended the closing date under the Purchase Agreement to April 30, 2008 {prior
to the Amendment, the closing date was scheduled to occur no later than January 31, 2008). The Amendment
also provided that the $10.0 million deposit (the “Deposit™) previously paid by us to an escrow agent under
the Purchase Agreement would be released to Sellers, and that the Deposit would be non-refundable to us
except in connection with the voluntary and intentional default by Sellers in their obligations to be performed
on the closing date. In the event the transaction closes, the Deposit will be credited toward the purchase price.

The Amendment conditioned the closing of the transactions under the Purchase Agreement on us arranging
financing satisfactory to us in our sole discretion in order to fund the transaction, We are in the process of

seeking an additional capital partner to complete this transaction. In the event that we do not find a suitable
capital partner, it is anticipated that we will not close this transaction.

We are also considering other potential hotel sites throughout the country. The timing and extent of any of
these development projects is uncertain, and we have not made any commitments, received any government
approvals or made any financing plans in connection with these development projects.

On February 7, 2008, we announced that our board of directors approved a stock repurchase program to
repurchase up to $80 million of our common stock. This program is intended to be implemented through
purchases made from time (o time in the open market in accordance with applicable Securities and Exchange
Commission requirements. The timing, prices and sizes of purchases will depend upon prevailing stock prices,
general economic and market conditions and other considerations. The repurchase program does not obligate
us to acquire any particular amount of common stock and the repurchase program may be suspended at any
time at our discretion.
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Selected Financial Information

The following table contains our selected financial information for each of the three years ended December 31,
2007, 2006 and 2005. The table also shows the percentage relationships to total revenues and, in the case of
segment operating income, its relationship to segment revenues.
Years Ended December 31,
2007 %o 2006 % 2005 Yo
{In thousands, except percentages)

Income Statement Data:

REVENUES:
Hospitality ........ .. ... ... .o ... $669,743  89.6% $645,437  89.4%$576.927 89.6%
Opry and Altractions. . .. ......... oo 77,769 104% 76,580 10.6% 67,097 104%
Corporate and Other .. ... ................. 211 0.0% 255 0.0% 512 0.0%
Total TeVENUES . . . .. it 747,723 100.0% 722,272 100.0% 644,536 100.0%
OPERATING EXPENSES:
Operating costs .. .. ... .. vt 448,975 60.0% 442,679 61.3% 395461 61.4%
Selling, general and administrative. . .. ........ 160,699 21.5% 153,763  21.3% 143,184 22.2%
Preopening costs . .. .....o..iiiiiinieian 17,518 23% 7,174 1.0% 5,005 0.8%
Depreciation and amortization:
Hospitality. .. . ... i 65,369 8.7% 64,502 89% 63,188 9.8%
Opry and Attractions . .. .. ...... ... ... 5,500 0.7% 5,663 0.8% 5,347 0.8%
Corporate and Other .. .................. 6,480 0.9% 4903 0.7% 4,049 0.6%
Total depreciation and amortization ....... 77,349  103% 75068 104% 72584 11.3%
Total operating expenses . ................ 704,541 942% 678,684 94.0% 616234 95.6%
OPERATING INCOME (LOSS}:
Hospitality ........ .. ... iy 110,126 16.4% 99,080 154% 72,684 12.6%
Opry and Attractions. . . ................... 6,600 85% 5,014 6.5% 1,889 2.8%
Corporate and Other .. .. .................. (56,026) (A) (53,332) (A (41,266) (A)
Preopening Costs . . . . .vvv i (17,518) (B) (7,174) (B) (5,005) (B)
Total operating income . ................. 43,182 58% 43,588 6.0% 28,302 4.4%
Interest expense, net of amounts capitalized . . . .. .. (38,536) (C)y (72,473) (Cy (73,249 (<)
Interest income . . .. ... ... ... e 3,234 (<) 2,088 (C) 1,787 (C)
Unrealized gain (loss) on Viacom stock and CBS
stock and derivatives, net. .................. 9,479 )y 21,719 (C) (5,849) )
Income from unconsolidated companies. . ........ 964 (C) 10,565 () 2,169 (8]
Other gains and (losses) .. ...... ... ... ... ... 146,330 (8 3,280 (C) 5,938 ()
(Provision) benefit for income taxes ............ (62,665) (Cy (3,980 (®)} 10,832 ©
Gain (loss) from discontinued operations, net of
AXES . « v v ettt e e e e 9,923 (C) (84,213 (8] (3,880} (8]
Netincome (loss) . ... ... oot $111,911 (C) $(79,433) (C) $(33,950) (C)

(A) These amounts have not been shown as a percentage of segment revenue because the Corporate and Other
segment generates only minimal revenue.

(B) These amounts have not been shown as a percentage of segment revenue because the Company does not
associate them with any individual segment in managing the Company.

(C) These amounts have not been shown as a percentage of total revenue because they have no relationship to
total revenue.
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Summary Financial Results

Results

The following table summarizes our financial results for the years ended December 31, 2007, 2006 and 2005:

Years Ended December 31,

2007 % Change 2006 % Chanpge 2005
(In thousands, except percentages and per share data)}

Total revenues . ................. $747,123 3.52% $722,272 12.06% $644,536
Total operating expenses. . ......... 704,541 381% 678,684 10.13% 616,234
Operating income . . .. ............ 43,182 ~0.93% 43,588 54.01% 28,302
Net income (loss) .. .............. 111,911 240.88% (79,435) —133.98% (33,950)
Net income (loss) per share — fully

diluted . .............. ... ... 2.65 238.74% (19 —12471% (0.85)

2007 Results As Compared 1o 2006 Results

The increase in our total revenues and total operating expenses in the twelve months ended December 31,
2007, as compared to the same period in 2006, was due primarily to increased Hospitalily operating segment
revenues and operating expenses, as more fully described below.

These increased revenues and operaling expenses, combined with a $10.3 million increase in preopening costs
described below, resulted in operating income of $43.2 million for 2007, as compared to operating income of
$43.6 million in the same period in 2006. Despite our stable operating income in 2007, as compared to 2006,
our net income increased $191.3 million in 2007 {as compared to 2006) due to the following factors, each as

described more fully below:

Other gains and losses of $146.3 million in 2007, as compared to other gains and losses of $3.3 million in
2006, primartly relating to the gain on the sale of our interest in Bass Pro Group, LLC, which served to
increase our net income by $143.0 million in 2007 as compared to 2006.

A gain on discontinued operations, net of taxes, of $9.9 million in 2007, as compared 10 a loss on
discontinued operations, net of taxes, of $84.2 million in 2006, related primarily to the operations and
disposition of our ResortQuest business, which served to increase our net income by $94.1 million in 2007
as compared to 2006.

Interest expense of $38.5 million in 2007, as compared to interest expense of $72.5 million in 2006,
primarily as a result of increased capitalized interest during 2007, which served to increase our net income
by $34.0 million in 2007 as compared to 2006.

A provision for income taxes of $62.7 million in 2007, as compared to a provision for income taxes of
$4.0 million in 2006, which served to decrease our net income by $58.7 million in 2007 as compared to
2006.

The recognition of a net unrealized gain on our investment in Viacom and CBS stock and the related
secured forward exchange contract of $9.5 million in 2007, as compared to a net unrealized gain of
$21.7 million in 2006, which served to reduce our net income by $12.2 million in 2007 as compared to
2006.
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2006 Results As Compared to 2005 Results

The $77.7 million increase in our total revenues in 2006, as compared to 2005, was primarily due to improved
Hospitality segment revenues (an increase of $68.5 million), as well as increased revenues at our Opry and
Attractions segment (an increase of $9.5 million), each as described more fully below. The $62.5 million
increase in our operating expenses in 2006, as compared to 2005, is primarily attributable to increased
Hospitality segment operaling expenses (an increase of $42.1 million), increased operating expenses at our
Opry and Attractions segment (an increase of $6.4 million), and increased Corporate segment operating
expenses (an increase of $11.8 million), each as described more fully below.

The increased revenues and operating expenses described above resulted in operating income of $43.6 million
for 2006, as compared (o operating income of $28.3 million in 2005. Despite the $15.3 million increase in our
operating income in 2006, cur net loss increased $45.5 million in 2006 (as compared to 2005), due to the
following factors, each as described more fully below:

« The recognition of a net unrealized gain on our investment in Viacom and CBS stock and the related
secured forward exchange contract of $21.7 million in 2006, as compared to a net unrealized loss of
$5.8 million in 2005, which served to reduce our net loss by $27.6 million in 2006 as compared to 2005.

* Income from unconsolidated companies of $10.6 millien in 2006, as compared to income from unconsol-
jdated companies of $2.2 million in 2005, reflecting our equity in earnings from our minority investments in
Bass Pro and our two Hawaii hotel joint ventures, which served to reduce our net loss by $8.4 miilion in
2006 as compared to 2005.

» Provision for income taxes of $4.0 million in 2006, as compared to a benefit for income taxes of
$10.8 million in 2005, which served to increase our net loss by $14.8 million in 2006 as compared to 2005.

* A loss on discontinued operations of $84.2 million in 2006, as compared to a loss on discontinued
operations of $3.9 million in 2005, described more fully in “Income (Loss) from Discontinued Operations,
Net of Taxes” below, which served to increase our net loss by $80.3 million in 2006 as compared to 2005.

Factors and Trends Contributing 1o Operating Performance

The most important factors and trends contributing to our operating performance during the periods described
herein have been:

» Increased Hospitality segment ADR in 2007 and 2006, as compared to prior periods, which led to the
increased Hospitality segment revenues we experienced in these periods. While system-wide Hospitality
segment occupancy rates remained relatively stable in 2007, as compared to 2006, the increase in occupancy
rates in 2006, as compared to 2005, positively impacted Hospitality segment revenues in 2006.

« Increased revenues associated with banquet and catering and other ancillary services revenue at our hotels
for 2007 and 2006, described more fully below, which positively impacted Hospitality Total RevPAR as
compared 10 prior periods.

* Increased preopening costs for 2007 and 2006 associated primarily with construction of the Gaylord
National, described more fully below, which decreased our operating income as compared 1o prior periods.

Recently Adopted Accounting Standards

We adopted the provisions of FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109" (“FIN 48”), as of January 1, 2007. FIN 48 clarifies the accounting
for uncertainty in income taxes recognized in financial statements and requires the impact of a tax position to
be recognized in the financial statements if that position is more likely than not of being sustained by the
taxing authority. Results for prior periods have not been restated. As a result of adopting FIN 48, we
recognized a net increase of $0.04 million in the liability for unrecognized tax benefits, which was accounted
for as a decrease to the January 1, 2007 balance of retained earnings. As of January 1, 2007, we had

$7.6 million of unrecognized tax benefits, of which none would affect our effective tax rate if recognized. As
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of December 31, 2007, we had $15.1 million of unrecognized tax benefits, of which $7.5 million would affect
our effective tax rate if recognized. The adoption of FIN 48 had no impact on our net income or earnings per
share.

Operating Results — Detailed Segment Financial Information

Hospitality Segment

Total Segment Results. The following presents the financial results of our Hospitality segment for the years
ended December 31, 2007, 2006 and 2005:

Years Ended December 31,

2007 % Change 2006 % Change 2005
(In thousands, except percentages and performance metrics)
Hospitality revenue(l) .. ...... $ 669,743 377% § 645437 1L.87% $ 576,927
Hospitality operating expenses:
Operating costs. . .......... 392,655 1.77% 385,824 11.45% 346,200
Selling, general and
administrative . . ... ... ... 101,593 5.79% 96,031 1.24% 94,855
Depreciation and :
amertization .. .......... 65,369 1.34% 64,502 2.08% 63,188
Total Hospitality operating
EXPENSES. . . ... 559,617 2.43% 546,357 8.35% 504,243
Hospitality operating
income(2).............. $ 110,126 11.15% $ 99,080 36.32% 3 72,684
Hospitality performance metrics:
Occupancy(6) . . ........... 717.7% —0.38% 78.0% 5.55% 73.9%
ADR ... ... ... ... ... $ 160.94 3.83% § 15501 353 $  149.73
RevPAR(GX6). . ........... $ 12513 347% $ 12093 929% § 110.65
Total RevPAR(4)(6) .. ... ..... $ 30749 514% $§ 29247 11.35% § 26265
Net Definite Room Nighis
Booked(5) ............... 1,970,000 i7.96% 1,670,000 —-9.24%  1,840.000

(1) Hospitality results and performance metrics include the results of our Radisson Hotel for all periods
presented.

(2) Hospitality operating income does not include the effect of preopening costs. See the discussion of pre-
opening costs set forth below.

(3) We calculate Hospitality RevPAR by dividing room sales by room nights available 1o guests for the period.
Hospitality RevPAR is not comparable to similarly titled measures such as revenues.

(4) We calcuiate Hospitality Total RevPAR by dividing the sum of room sales. food and beverage, and other
ancillary services (which equals Hospitality segment revenue) by room nights available to guests for the
period. Hospitality Total RevPAR is not comparable to similarly titled measures such as revenues.

(5) Net Definite Room Nights Booked included 405,000, 347,000 and 434,000 room nights for the years
ended December 31, 2007, 2006 and 2005, respectively, related to Gaylord National, which we expect to
open in 2008.

(6) Excludes 48,752, 20,048, and 29,551 room nights that were taken out of service during the years ended
December 31, 2007, 2006 and 2005, respectively, as a result of a continued multi-year rooms renovation
program at Gaylord Opryland.

The increase in total Hospitality segment revenue and RevPAR for the year ended December 31, 2007, as
compared to the same period in 2006, was due primarily to the increase in ADR combined with relatively
stable system-wide occupancy rates at each property. The increase in total Hospitality segment revenue and
RevPAR for the year ended December 31, 2006, as compared to the same period in 2005, was due to improved
performance in the segment, primarily attributable to increased system-wide occupancy and average daily rate.
Although all of our properties experienced improved occupancy during 2006, the increase in system-wide
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occupancy was primarily driven by the increase in occupancy at Gaylord Opryland, described more fully
below. Additionally, improved system-wide catering and other ancillary revenues served to supplement the
impact of the improved RevPAR upon our Total RevPAR in both 2007 and 2006, as described more fully
below.

Hospitality segment operating expenses consist of direct operating costs, selling, general and administrative
expenses, and depreciation and amortization expense. The increase in Hospitality operating expenses for both
the year ended December 31, 2007 and the year ended December 31, 2006, as compared to prior pertods, is
attributable to an increase in Hospilality segment operating costs, Hospitality segment selling, general and
administrative expenses and Hospitality segment depreciation and amortization expense, each as described
more fully below.

Hospitality operating costs, which consist of direct costs associated with the daily operations of our hotels
(primarily room, food and beverage and convention costs), increased in 2007, as compared to 2006, due to the
increased costs associated with the increased revenues described above. Operating costs at Gaylord Texan,
described more fully below, were a primary driver of this increase. Hospitality operating costs increased in
2006, as compared to 2005, due to additional costs necessary to service the additional occupancy and the other
ancillary revenues. Operating costs at Gaylord Opryland, described more fully below, were a primary driver of
this increase.

Total Hospitality segment selling, general and administrative expenses, consisting of administrative and
overhead costs, increased in the year ended December 31, 2007, as compared to the same period in 2006,
primarily due to increases at Gaylord Opryland and at Gaylord Texan, as described below. Total Hospitality
segment selling, general and administrative expenses increased only slightly in the year ended December 31,
2006, as compared to the same period in 2005, as increases at Gaylord Opryland and at Gaylord Texan were
offset by a decrease at Gaylord Palms, as described below.

Hospitality depreciation and amortization expense remained relatively stable for the years ended December 31,
2007 and 2006, as compared to prior periods.

Property-Level Results.  The following presents the property-level financial results for Gaylord Opryland,
Gaylord Palms and Gaylord Texan for the years ended December 31, 2007, 2006 and 2005:

Gaylord Opryland Results. The tesults of Gaylord Opryland for the years ended December 31, 2007, 2006
and 20035 are as follows:

Years Ended December 31,

2007 % Change 2006 % Change 20605
(In thousands, except percentages and performance metrics)

Total revenues . .............. $286,021 1.7%  $281,224 179%  $238,495
Operating expense data:

Operating costs. , ... ........ 172,908 0.2% 172,627 17.5% 146,955

Selling, general and

administrative .. ... .... ... 41,873 9.4% 38,273 4.4% 36,674

Hospitality performance metrics:

Occupancy(l) ... .......... 80.2% —09% 20.9% 1.3% 75.4%

ADR ... ... ... . $ 151.50 39% § 14587 46% $ 13943

RevPAR() . ............... $ 121.57 30% $ 118.06 123% $ 105.14
Total RevPAR(l} . ............ $ 285.22 46% $ 272.63 16.8% $ 233.36

(1) Excludes 48,752, 20,048, and 29,551 room nights that were taken out of service during the years ended
December 31, 2007, 2006 and 2005, respectively, as a result of a continued multi-year rooms renovation
program at Gaylord Opryland.

The increase in Gaylord Opryland revenue and RevPAR in the year ended December 31, 2007, as compared to
the same period in 2006, was due to a combination of slightly lower occupancy rates and a higher ADR, as a
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slight reduction of group business was offset by higher nightly room rates paid by guests (as compared to the
prior period). Improved food and beverage and other anciflary revenues, driven by improved catering revenues,
improved food and beverage revenues resulting from the new restaurant offerings at the hotel, and revenues
from the hotel’s ICE! holiday exhibit, served to further increase the hotel’s Total RevPAR in 2007,

The increase in Gaylord Opryland revenue, RevPAR and Total RevPAR in the year ended December 31, 2006,
as compared to the same period in 2005, was due to increased occupancy at the hotel combined with an
increased ADR (resulting from higher room rates as compared to the prior period). The increase in occupancy
was driven by more group business at the hotel combined with improved transient business in 2006 as
compared to 2005. Improved food and beverage and other ancillary revenues, driven primarily by improved
catering revenues associated with the hotel’s group business, served to further increase the hotel’s Total
RevPAR in 2006. Gaylord Opryland’s revenues and operating performance metrics in 2006 were also impacted
by the continued multi-year rooms renovation program.

Operating costs at Gaylord Opryland in 2007, as compared to 2006, remained stable. The increase in operating
costs at Gaylord Opryland in 2006, as compared to 2005, was due to the increased labor and other variable
costs associated with the higher occupancy levels described above, as weli as the additional cost of sales
associated with increased food and beverage and other ancillary revenues.

The increase in selling, general and administrative expenses at Gaylord Opryland in 2007, as compared to the
same period in 2006, was primarily due to a one-time charge incurred by Gaylord Opryland in the first quarter
of 2007 in connection with the early termination of the lease held by the third-party operator of the Gaylord
Opryland food court. The increase in selling, general and administrative expenses at Gaylord Opryland in
2006, as compared to the same period 2005, was due to additional compensation expense and increased sales
and marketing costs.

Gaylord Palms Resulrs.  The results of Gaylord Palms for the years ended December 31, 2007, 2006 and
2005 are as follows:

Years Ended December 31,

2007 % Change 2006 %o Change 2005
(In thousands, except percentages and performance metrics)
Total revenues . .. ............ $181,826 29% $176,634 6.7% $165,547
Operating expense data:
Operating costs. .. .......... 103,453 2.2% 101,257 9.3% 92,618
Selling, general and
administrative .. .......... 32,154 0.3% 32,055 —-6.0% 34,086
Hospitality performance metrics;
Occupancy ................ 771%  0.1% 77.0% 3.9% 74.1%
ADR ... ... ... ..o $ 180.52 2.6% $ 17590 32% $ 17048
RevPAR . ... ... ......... $ 139.18 28% $ 13542 72% $ 12632
Total RevPAR . . .... ... ... $ 354.30 2.9% $ 344.19 6.7% § 322.58

The increase in Gaylord Palms revenue and RevPAR in the year ended December 31, 2007, as compared to
the same period in 2006, was due to a combination of relatively stable occupancy rates and a higher ADR,
due to a stable volume of group business and higher nightly room rates paid by guests (as compared to the
prior period). The increase in Gaylord Palms revenue, RevPAR and Total RevPAR in the year ended
December 31, 2006, as compared to the same period in 2005, was due to a combination of increased
occupancy and ADR for the period, driven by higher-paying group meetings and conventions at the hotel
during the period. Improved food and beverage and other ancillary revenues, driven primarily by the increased
occupancy, served to further increase the hotel’s Total RevPAR in 2007 and 2006.

Operating costs at Gaylord Palms in the years ended December 31, 2007 and 2006, as compared to prior
periods, increased due to increases in variable expenses at the hotel, including expenses associated with
servicing the increased occupancy and food and beverage revenues during the periods.
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The hotel’s selting, general and administrative expenses for the year ended December 31, 2007, as compared
to the same period in 2006, remained comparable, as administrative costs in 2007 remained steady. The hotel’s
selling, general and administrative expenses for the year ended December 31, 2006, as compared to the same
period in 2005, decreased due to lower administrative costs in 2006.

Gaylord Texan Results. The results of Gaylord Texan for the years ended December 31, 2007, 2006 and
2005 are as follows:
Years Ended December 31,

2007 % Change 2006 % Change 2005
(In thousands, except percentages and performance metrics)
Total revenues . .............. $192,777 7.9% $178,641 8.3% $165,015
Operating expense data:
Operating costs . . . .......... 112,333 4.3% 107,734 4.4% 103,211
Selling, general and
administrative . . ... ....... 25,391 6.3% 23,887 7.8% 22,149
Hospitality performance metrics:
Occopancy . ............... 749%  0.7% 74.4% 318% 71.7%
ADR ... ..o $ 172,92 4.2% $ 165.99 2.4% $ 162.03
RevPAR .. .......... ... ... $ 129.55 4.9% $ 12350 6.3% $ 116.20
Total RevPAR .. .. .. ... ... $ 349.54 7.9% $ 323.91 8.3% $ 269.20

The increase in Gaylord Texan revenue and RevPAR in the year ended December 31, 2007, as compared to
the same period in 2006, was due to a combination of slightly higher occupancy rates and a higher ADR, due
to a stable volume of group business and higher nightly room rates paid by guests (as compared to the prior
period). Increases in revenue and Total RevPAR in 2007 were also due in part to a full year of operations of
the Glass Cactus, as well as additional banquet and catering revenues and transportation and parking revenue
increases. The increase in Gaylord Texan revenue, RevPAR and Total RevPAR in the year ended December 31,
2006, as compared to the same period in 2005, was due to a combination of higher occupancy and ADR for
the period as a result of increased group business. Improved food and beverage and other ancillary revenues,
driven primarily by revenues from the Glass Cactus entertainment complex (which opened in September

2006) and increased group occupancy, served to further increase the hotel’s Total RevPAR in 2006.

The increase in operating costs at the Gaylord Texan in the year ended December 31, 2007, as compared to
the same period in 2006, is due to the increased costs necessary 1o serve the increased ancillary revenues,
including a full year of costs associated with the Glass Cactus, described above. The increase in operating
costs at the Gaylord Texan in the year ended December 31, 2006, as compared to the same period in 2005, is
due to the increased labor and other variable costs associated with the higher occupancy levels described
above, the additionai cost of sales from increased food and beverage and other ancillary revenues, and
increased property tax expense.

The increase in the hotel’s selling, general and administrative expense for the year ended December 31, 2007,
as compared to the same period in 2006, was due primarily to increased selling and marketing expenses. The
increase in the hotel’s selling, general and administrative expense for the year ended December 31, 2006, as
compared to the same period in 2005, was due primarily to an increase in compensation expense as a result of
stock option expense, increased incentive compensation expense, and certain management positions which
were vacant during portions of 2005 being filled in 2006.
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Opry and Attractions Segment

The following presents the financial results of our Opry and Attractions segment for the years ended
December 31, 2007, 2006 and 2005:

Years Ended December 31,

2007 % Change 2006 % Change 2005
(In thousands, except percentages)
Total revenues . ... ................. $77,769 1.6%  $76,580 14.1%  $67,097
Qperating expense data:
Operating costs . ................. 47,422 —1.1% 47,944 13.4% 42263
Selling, general and administrative . ... 18,247 1.6% 17,959 21% 17,598
Depreciation and amortization ....... 5,500 —2.9% 5,663 5.9% 5,347
Operating income . . .. ............. $ 6,600 316% § 5014 1654% $ 1,889

Opry and Attractions segment revenues for the year ended December 31, 2007, as compared to the same
period in 2006, increased due to higher revenues at the Grand Ole Opry and Wildhorse Saloon during the
year-ended December 31, 2007 as compared to the same period in 2006. These higher revenues were partially
offset by lower revenues at our Corporate Magic corporate event planning business, as it produced fewer large
corporate events in 2007 compared to 2006. The increase in revenues in the Opry and Attractions segment for
the year ended December 31, 2006, as compared to the same period in 20035, was primarily due to increased
revenues at the Grand Ole Opry caused by a combination of increased attendance and ticket prices, increased
sales of Grand Ole Opry-related merchandise and increased revenues from our Ryman Auditorium concert
series and Corporate Magic event planning business.

Opry and Attractions operating costs for the year ended December 31, 2007, as compared to the prior period
in 2006, decreased slightly due in part to the reduction in operating costs at Corporate Magic asscciated with
the reduced number of events produced as described above. The increase in Opry and Attractions operating
costs for the year ended December 31, 2006, as compared to the prior period, was due primarily to additional
labor and other variable costs, including cost of sales, related to the increased revenues described above.

Corporate and Other Segment

The following presents the financial results of our Corporate and Other segment for the year ended
December 31, 2007, 2006 and 2005:

Years Ended December 31,

2007 % Change 2006 % Change 2005
(In thousands, except percentages and performance metrics)

Total revenues . .. .................. $ 211 -17.3% $ 255 -502% % 512
Operating expense data:

Operating costs . ...........ovun.n.. 8,898 —0.2% 8918 27.1% 7,019
Selling, general and administrative . . , . , . 40,859 2.7% 39,766 29.5% 30,710
Depreciation and amortization ., .. ... .. 6,480 32.2% 4,903 21.1% 4,049
Operating loss . . ................... $(56,026) -51% ${53,332) -—292% $(41,266)

Corporate and Other group revenue consists of rental income and corporate sponsorships.

Corporate and Other operating expenses consist of operating costs, selling, general and administrative
expenses, and depreciation and amortization expense. Corporate and Other operating costs, which consist
primarily of costs associated with information technology, were stable in the year ended December 31, 2007,
as compared to the same period in 2006. Corporate and Other selling, general and administrative expenses,
which consist of the Gaylord Entertainment Center naming rights agreement (prior to its termination on
February 22, 2005), senior management salaries and benefits, legal, human resources, accounting, pension and
other administrative costs, increased in the year ended December 31, 2007, as compared 1o the same period in
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2006, due primarily to increased employment costs and consulting costs to suppott the company’s growth
initiatives. Corporate and Other depreciation and amortization expense, which is primarily related to informa-
tion technology equipment and capitalized electronic data processing software costs, increased in the year
ended December 31, 2007, as compared to the same period in 2006, due to the purchase of a new corporate
aircraft and additional information technology equipment and software.

Corporate and Other operating costs increased in the year ended December 31, 2006, as compared to the same
period in 2005, primarily due to an increase in contract service costs and consulting fees related to information
technology initiatives. Corporate and Other selling, general and administrative expenses increased in the year
ended December 31, 2006, as compared to the same peried in 2005, due primarily to stock option expense
that was recorded in 2006 that was not recorded in 2005 as a result of our adoption of Statement 123(R),
Share-Based Payment, effective January 1, 2006, as well as increases in other employment-related expenses.
Corporate and Other selling, general and administrative expenses during 2005 were also impacted by the net
reversal of $2.4 million of expense previously accrued under the naming rights agreement as a result of the
settlement of litigation in connection with that agreement, the effect of which was largely offset by the
contribution by us of $2.3 million of Viacom stock to a newly formed Gaylord charitable foundation in the
first quarter of 2005. Corporate and Other depreciation and amortization expense increased in the year ended
December 31, 2006, as compared to the same period in 2005, due to an increase in information technology
equipment and capitalized electronic data processing software costs placed in service.

Operating Results — Preopening costs

In accordance with AICPA SOP 98-5, “Reporting on the Costs of Start-Up Activities”, we expense the costs
associated with start-up activities and organization costs of our hotel development activities as incurred.
Preopening costs for the year-ended ended December 31, 2007 were $17.5 million, all of which were related
to the construction of the Gaylord National.

Preopening costs for the twelve months ended December 31, 2006 were $7.2 million, of which $6.4 million
was related to the construction of the Gaylord National and $0.8 mitlion was related to the construction of the
new Glass Cactus entertainment complex at the Gaylord Texan.

Non-Operating Results Affecting Net Income (Loss)
General

The following table summarizes the other factors which affected our net income (loss) for the years ended
December 31, 2007, 2006 and 2005:

Years Ended December 31,
2007 % Change 2006 % Change 2005
(In thousands, except percentages and performance metrics)

Interest expense, net of amounts

capitalized . . ........... ... . ... $(38,536) 46.8% $(72,473) 1.1% $(73,249)
Interest income ... ............... 3234 54.9% 2,088 16.8% 1,787
Unrealized gain (loss) on Viacom stock

and derivatives, net . ............ 9,479 —56.4% 21,719 471.3%  (5,849)
Income from unconsolidated

COMPANIes . . .. ...ovvnennan. .. 964 —90.9% 10,565 387.1% 2,169
Other gains and (losses) ... ......... 146,330 4361.3% 3,280 —44 8% 5,938
Provision (benefit) for income taxes . . . 62,665 1470.9% 3,989 136.8% (10,832)
Gain (loss) from discontinued

operations, net of taxes. . ......... 9,923 111.8%  (84,213) —20704% (3,880)
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Interest Expense, Net of Amounts Capitalized

Interest expense, net of amounts capitalized, decreased $34.0 million to $38.5 miilion (net of capitalized
interest of $42.3 million) in 2007, due primarily to a $32.3 million increase in capitalized interest and the
maturity of the secured forward exchange contract, which is further described below, the effects of which were
partially offset by the impact of higher average debt balances during 2007 and the writeoff of $1.2 million in
deferred financing costs in connection with the refinancing of our $600.0 million credit facility to increase the
total capacity under that credit facility to $1.0 billion. Capitalized interest increased from $10.0 million during
2006 to $42.3 million during 2007 due to the construction of the Gaylord National. Qur weighted average
interest rate on our borrowings, including the interest expense associated with the secured forward exchange
contract but excluding the write-off of deferred financing costs during the period, was 7.3% in 2007 as
compared 10 6.5% in 2006.

Interest expense, net of amounts capitalized, decreased $0.8 million o $72.5 million (net of capitalized interest
of $10.0 million) in 2006, due primarily to a $7.6 million increase in capitalized interest, the effect of which
was partially offset by the impact of higher average debt balances during 2006. Capitalized interest increased
from $2.5 million during 2005 to $10.0 million during 2006 due to the construction of the Gaylord Nationai.
Our weighted average interest rate on our borrowings, including the interest expense associated with the
secured forward exchange contract but excluding the write-off of deferred financing costs during the period,
was 6.5% in 2006 as compared to 6.3% in 2005.

As further discussed in Note 6 to our consolidated financial statements for the year ended December 31, 2007
included herewith, the secured forward exchange contract related to our Viacom Stock and CBS Stock
investments resulted in non-cash interest expense of $10.5 million and $26.9 million for the years ended
December 31, 2007 and 2006, respectively.

Interest Income

The increase in interest income during the year ended December 31, 2007, as compared to the same period in
2006, is due to higher cash balances invested in interest-bearing accounts and increased interest rates. The
increase in interest income during the year ended December 31, 2006, as compared to the same period in
2005, is due to higher cash balances invested in interest-bearing accounts and increased interest rates.

Unrealized Gain (Loss) on Viacom and CBS Stock and Derivatives, Net

In 2000 we entered into a seven-year secured forward exchange contract with an affiliate of Credit Suisse First
Boston with respect to 10,937,900 shares of Viacom, Inc. Class B common stock. Effective January 1, 2001,
we adopted the provisions of SFAS No. 133, as amended. Components of the secured forward exchange
contract are considered derivatives as defined by SFAS No. 133,

Effective Janvary 3, 2006, Viacom, Inc. completed a transaction to separate Viacom, Inc. into two publicly
traded companies named Viacom, Inc. and CBS Corporation by converting (i) each outstanding share of
Viacom, Inc. Class A common stock into 0.5 shares of Viacom, Inc. Class A common stock and 0.5 shares of
CBS Corporation Class A common stock and (ji) each outstanding share of Viacom, Inc. Class B commen
stock into 0.5 shares of Viacom, Inc. Class B common stock and 0.5 shares of CBS Corporation Class B
common stock. As a result of this transaction, the Company exchanged its 10,937,900 shares of Viacom, Inc.
Class B common stock for 5,468,950 shares of Viacom, Inc. Class B common stock and 5,468,950 shares of
CBS Corporation Class B common stock effective January 3, 2006.

In May 2007, the secured forward exchange contract matured and we delivered all of the Viacom Stock and
CBS Stock to Credit Suisse First Boston in full satisfaction of the $613.1 million debt obligation under the
SFEC. As a result, the debt obligation, Viacom Stock, CBS Stock, put option, call option, and deferred
financing costs related to the secured forward exchange contract were removed from the consolidated balance
during the second quarter of 2007.

For the year-ended December 31, 2007, we recorded a net pretax gain of $6.4 million related to the increase
in fair value of the Viacom stock and CBS stock. For the year-ended December 31, 2007, we recorded a net
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pretax gain of $3.1 million related to the increase in fair value of the derivatives associated with the secured
forward exchange contract. This resulted in a net pretax gain of $9.5 million related to the unrealized gain
(loss) on Viacom stock and CBS stock and derivatives, net, for the twelve months ended December 31, 2007,

For the year ended December 31, 2006, we recorded net pretax gains of $38.3 million related to the increase
in fair value of the Viacom and CBS stock. For the year ended December 31, 2006, we recerded net pretax
losses of $16.6 million related to the decrease in fair value of the derivatives associated with the secured
forward exchange contract.

For the year ended December 31, 2005, we recorded net pretax losses of $41.6 million related to the decrease
in fair value of the Viacom stock. For the year ended December 31, 2005, we recorded net pretax gains of
$35.7 million related to the increase in fair value of the derivatives associated with the secured forward
exchange contact.

Income From Unconsolidated Companies

We account for our investments in Bass Pro Group, LLC (prior to the sale of our ownership interest), RHAC
Holdings, I.LC (the joint venture entity which owns the Aston Waikiki Beach Hotel), and Waipouli Holdings,
LLC (the joint venture entity which owns the ResortQuest Kauai Beach at Makaiwa Hotel) under the equity
method of accounting. Income from unconsolidated companies for the years ended December 31, 2007, 2006
and 2005 consisted of equily method income (loss) from these investments as follows:

Years Ended December 31,

2007 % Change 2006 % Change 2005

{In thousands, except percentages and performance metrics)
Bass Pro ... ... .. ... oo i il $1,694 —-86.2% $12,252 508.9% $2,012
RHAC Holdings, LLC .. .. ... ........... 35 104.2% (835) —631.8% 157
Waipouli Holdings, LLC ............... __(765) 10.2% (852) nfa _ —
Total . oot $ 964  —909% $10,565 387.1% $2.169

Bass Pro.  Prior to May 31, 2007, we owned 13.0% of Bass Pro Group, LLC, the owner of the Bass Pro,
Inc., Tracker Marine Boats and Big Cedar Lodge businesses. On May 31, 2007, we completed the sale of all
of our ownership interest in Bass Pro Group, LLC (consisting of 43,333 common units) o Bass Pro Group,
LLC for a purchase price of $222.0 million in cash. We recognized a pre-tax gain of $140.3 million from the
sale of our interest in Bass Pro Group, LLC, which is recorded in other gains and losses as more fully
described below. We recorded equity method income from our investment in Bass Pro prior to the date of sale
as shown above. Net proceeds from the sale of $221.5 million were used to reduce our outstanding
indebtedness. Our Chief Executive Officer formerly served as a member of the board of managers of Bass Pro
Group, LLC but resigned upon consummation of the sale.

Prior to December 14. 2005, we owned 26.6% of Bass Pro, Inc. On December 14, 20035, the shareholders of
Bass Pro. Inc. contributed their equity in Bass Pro. Inc. to a newly formed limited liability company, Bass Pro
Group, LLC in exchange for ownership interests in Bass Pro Group. LLC. The majority owner of Bass Pro,
Inc. also contributed to Bass Pro Group, LLC (simultaneously with the contributions of the Bass Pro, Inc.
stock) his equity interest in Tracker Marine, L.L.C., Tracker Marine Retail LLC and Big Cedar LL.C. As a
result, Bass Pro, Inc., Tracker Marine, L.L.C., Tracker Marine Retail, LLC and Big Cedar, L.L.C. became
wholly-owned subsidiaries of Bass Pro Group, LLC. Because Bass Pro Group, LLC received these additional
businesses through contribution simultaneously with its receipt of Bass Pro, Inc. stock through contribution,
we received a 13.0% interest in Bass Pro Group, LLC, as opposed to our previous 26.6% intercst in Bass Pro,
Inc. However, we continued to account for our investment in Bass Pro Group, LLC under the equity method
of accounting.

In the second quarter of 2005, Bass Pro, Inc. restated its previously issued historical financial statements to
reflect certain non-cash changes, which resulted primarily from a change in the manner in which Bass Pro,
Inc. accounted for its long term leases. This restatement resulted in a cumulative reduction in Bass Pro Inc.’s
net income of $8.6 million through December 31, 2004, which resulted in a pro-rata cumulative reduction in
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our income from unconsolidated companies of $1.7 million. We determined that the impact of the adjustments
recorded by Bass Pro, Inc. was immaterial to our consolidated financial statements in all prior periods.
Therefore, we reflected our $1.7 million share of the restatement adjustments as a one-time adjustment to loss
from unconsolidated companies during the second quarter of 2005.

RHAC Holdings, LLC (ResoriQuest Waikiki Beach Hotel). On May 31, 2005, we, through a wholly-owned
subsidiary, RHAC, LLC, entered into an agreement to purchase the 716-room Aston Waikiki Beach Hotel and
related assets located in Honolulu, Hawaii (the “Waikiki Hotel”) for an aggregate purchase price of

$107.0 million. Simultaneously with this purchase, G.O. IB-SIV US, a private real estate fund managed by DB
Real Estate Opportunities Group (“IB-SIV”), acquired an 80.1% ownership interest in the parent company of
RHAC, L1.C, RHAC Holdings, L.L.C, in exchange for its capital coniribution of $19.1 million to RHAC
Holdings, LLC. As a part of this transaction, we entered into a joint venture arrangement with 1B-SIV and
retained a 19.9% ownership interest in RHAC Holdings, LLC in exchange for our $4.7 million capital
contribution to RHAC Holdings, LLC. RHAC, LLC financed the purchase of the Waikiki Hotel by entering
into a series of loan transactions with Greenwich Capital Financial Products, Inc. consisting of a $70.0 miilion
loan secured by the Waikiki Hotel and a $16.3 million mezzanine loan secured by the ownership interest of
RHAC, LLC. IB-SIV is the managing member of RHAC Holdings, LLC, but certain actions of RHAC
Holdings, LLC initiated by IB-SIV require our approval as a member. In addition, under the joint venture
arrangement, ResortQuest Hawaii (which we formerly owned) manages the hotel under a 20-year hotel
management agreement from RHAC, LLC and ResortQuest Hawaii is responsible for the day-to-day
operations of the Waikiki Hotel in accordance with RHAC, LLC’s business plan, We account for our
investment in RHAC Holdings, LLC under the equity method of accounting.

Subsequent to its purchase by RHAC, LLC, the Waikiki Hotel was renamed the ResortQuest Waikiki Beach
Hotel. During December 2005, RHAC, LLC sold the Mauka Tower, a 72-room hotel adjacent to the Waikiki
Hotel. The Company received a cash distribution of $2.3 million from RHAC Holdings, LLC for its share of
the proceeds from the sale. On September 29, 2006, RHAC, LLC refinanced the Waikiki Hotel loans with
Greenwich Capital Financial Products, Inc., which resulted in the mezzanine loan increasing from $16.3 million
to $34.9 million. RHAC, LLC used the proceeds from this refinancing primarily to fund a renovation project
at the Waikiki Hotel.

Waipouli Holdings, LLC (ResortQuest Kauai Beach at Makaiwa Hotel).  On June 20, 2006, we entered into a
joint venture with RREEF Global Opportunities Fund II, LLC, a private real estate fund managed by DB Real
Estate Opportunities Group (“RREEF™), and acquired a 19.9% ownership interest in the joint venture,
Waipouli Holdings, LLC, in exchange for our capital contribution of $3.8 million to Waipouli Holdings, LLC.
On June 20, 2006, through a wholly-owned subsidiary named Waipouli Owner, LI.C, Waipouli Holdings, LLC
acquired the 311-room ResortQuest Kauai Beach at Makaiwa Hotel and related assets located in Kapaa,
Hawaii (the “Kauai Hotel”) for an aggregate purchase price of $70.8 million. Waipouli Owner, LLC financed
the purchase of the Kauai Hotel by entering into a series of loan transactions with Morgan Stanley Mortgage
Capital, Inc. consisting of a $52.0 senior loan secured by the Kauai Hotel an $8.2 million senior mezzanine
loan secured by the ownership interest of Waipouli Owner, LLC, and an $8.2 million junior mezzanine loan
secured by the ownership interest of Waipouli Owner, LLC. RREEF is the managing member of Waipouli
Holdings, LL.C, but certain actions initiated by RREEF require our approval as a member. In addition, under
the joint venture arrangement, ResortQuest Hawaii (which we formerly owned) manages the hotel under a
five-year hotel management agreement from Waipouli Owner, LLC and ResortQuest Hawaii is responsible for
the day-to-day operations of the Kauai Hotel in accordance with Waipouli Owner, LLC’s business plan. We
account for our investment in Waipouli Holdings, LLC under the equity method of accounting.

In October 2006, Waipouli Owner, LLC requested RREEF and us to make an additional capital contribution of
$1.7 million to Waipouli Holdings, LLC to fund the purchase of the land on which the Kaunai Hotel is built.
We elected not to make the requested capital contribution, which diluted our ownership interest in Waipouli
Holdings, LLC from 19.9% to 18.1%.
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Other Gains and (Losses)

Our other gains and (losses) for the year ended December 31, 2007 primarily consisted of a $140.3 million
gain on the sale of our investment in Bass Pro Group, LLC, as well as a dividend distribution related to our
investment in CBS stock and a gain on the sale of the previously utilized corporate aircraft.

QOur other gains and (losses) for the year ended December 31, 2006 primarily consisted of the receipt of
dividend distributions related to our investment in CBS stock and other miscellaneous income and expenses.

Our other gains and (losses) for the year ended December 31, 2005 primarily consisted of the receipt of
dividend distributions from our investment in Viacom siock, a gain on the sale of an internet domain name, a
$2.1 million gain on the sale of the Ryman Auditorium parking lot, gains and losses on the sales of certain
other fixed assets and other miscellaneous income and expenses.

Benefit for Income Tuxes

The effective tax rate as applied to prefax loss from continuing operations differed from the statutory federal
rate due to the following:
Years Ended
December 31,
2007 2006 2005

U.S. federal statutory rate. . . ... . .ot ii i B% 35% 35%
State taxes (net of federal tax benefit and change in valuation allowance) . ... 1% -23% —1%
Discontinued Operations . . .. .. ...t i e e s 2%  27% —10%
Other. . .. . 0% 1% 2%

38% _46% _ 26%

The decrease in our effective tax rate for the year ended December 31, 2007, as compared to our effective tax
rate for the same period in 2006, was due primarily to the impact of permanent differences relative to pre-tax
income for each of the respective periods.

The increase in our effective tax rate for the year ended December 31, 2006, as compared to our effective tax
rate for the same period in 2005, was due primarily to the tax effect of discontinued operations, the effects of
which were partially offset by a change in the tax rate used to value certain state deferred tax assets.

Income (Loss) from Discontinued Qperations, Net of Taxes

We reflected the following businesses as discontinued operations in our financial results for the years ended
December 31, 2007, 2006 and 2005, consistent with the provisions of SFAS No. 144. The results of operations,
net of taxes (prior to their disposal where applicable), and the estimated fair value of the assets and liabilities
of these businesses have been reflected in our consolidated financial statements as discontinued operations in
accordance with SFAS No. 144 for all periods presented.

ResortQuest. During the third quarter of 2005, we committed to a plan of disposal of certain markets of our
ResortQuest business that were considered to be inconsistent with our long term growth strategy. In connection
with this plan of disposal, we recorded pre-tax restructuring charges of $44,000 and $0.8 million during 2006
and 20085, respectively, related to employee severance benefits in the discontinued markets. Based on our
decision to dispose of these markets, we also recorded pre-tax impairment charges of $2.8 million during
2005. Included in this charge are the impairment of goodwill of $2.3 million, the impairment of fixed assets of
%0.4 million, and the impairment of intangible assets of $0.1 million. In order to determine the impairment
losses related to goodwill, fixed assets, and intangible assets of these markets, we determined the fair value of
each market or long-lived asset based on current negotiations of sales prices with potential buyers of each
market.

We completed the sale of four of these markets during the fourth quarter of 2005 for approximately
$1.4 million in cash. We recognized a pretax loss of $0.4 million during the fourth quarter of 2005 related to
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these sales, which is recorded in income from discontinued operations in the consolidated statement of
operations. The pre-tax loss on these sales included the writeoff of $1.0 million in goodwill related to the
markets sold. We completed the sale of two more of these markets during the first quarter of 2006. In
exchange for the assets associated with these two markets, the buyers of these markets assumed $0.9 million
in liabilities associated with the markets and we paid the buyers $0.7 million in cash. We recognized a pretax
loss of $0.3 million during the first quarter of 2006 related 1o these two sales, which is recorded in income
from discontinued operations in the consolidated statement of operations. We completed the sale of the
remaining two markets in the second quarter of 2006. In exchange for the assets associated with these two
markets, the buyers of these markets assumed $0.3 million in liabilities associated with the markets and we
paid the buyer $0.2 million in cash. We recognized a pretax loss of $0.5 million during the second quarter of
2006 related 1o these sales, which is recorded in income from discontinued operations in the consolidated
statement of operations.

During the second quarter of 2006, we completed the sale of one additional market of our ResortQuest
business that was not included in the plan of dispesal described above, but was later determined to be
inconsistent with our long term growth strategy, for approximately $1.5 million in cash. We recognized a
pretax gain of $0.7 million during the second quarter of 2006 related to this sale, which is recorded in income
from discontinued operations in the consolidated statement of operations. The pre-tax gain on this sale
included the write-off of $0.5 million in goodwill related to the market sold. We did not record any
restructuring charges in connection with the sale of this market.

During the second quarter of 2007, we committed to a plan of disposal of the remainder of our ResortQuest
business. On May 31, 2007, we completed the sale of our ResortQuest Hawaii operations through the transfer
of all of our equity interests in our ResortQuest Hawaii subsidiaries (“ResortQuest Hawaii”) to Vacation
Holdings Hawaii, Inc., an affiltated company of Interval International, for $109.1 million in cash, prior to
giving effect to a purchase price adjustment based on the working capital of ResortQuest Hawaii as of the
closing. We retained our 19.9% ownership interest in RHAC Holdings, LLC and our 18.1% ownership interest
in Waipouli Holdings LL.C, which ownership interests were excluded from this transaction. For the year-ended
December 31, 2007, we recognized a pretax gain of $50.0 million in discontinued operations in the
accompanying consolidated statement of operations related to the sale of ResortQuest Hawaii. In connection
with the sale of ResortQuest Hawaii, we recorded pre-tax restructuring charges for employee severance
benefits of $0.4 million for the year-ended December 31, 2007, all of which was included in the pre-tax gain
on the sale of ResortQuest Hawaii. Net proceeds from the sale of $107.7 million were used to reduce our
outstanding indebtedness.

On June 1, 2007, we completed the sale of the remainder of the operations of our ResortQuest subsidiary
through the transfer of all of our capital stock in our ResortQuest Mainland subsidiary (“ResortQuest
Mainland™) to BEI-RZT Corporation, a subsidiary of Leucadia National Corporation for $35.0 million, prior to
giving effect to certain purchase price adjustments, including a purchase price adjustment based on the
working capital of ResortQuest Mainland as of the closing. The purchase price was paid by the delivery of a
four-year promissory note in the principal amount of $8.0 million bearing interest at the annual rate of 10%,
and the balance of the purchase price was paid in cash at closing. As of June 30, 2007, we estimated that we
would be required to pay $4.9 million to BEl — RZT Corporation pursuant to the final purchase price
adjustment based on the working capital of ResortQuest Mainland as of the closing. We accrued this liability
during the second quarter of 2007 as part of the loss on the sale of ResortQuest Mainland. During the third
quarier of 2007, we and BEI — RZT Corporation reached an agreement that we would be required to pay
approximately $8.0 million to BEI — RZT Corporation pursuant to the final purchase price adjustment. We
accrued the additional $3.1 million purchase price adjustment during the third quarter of 2007. We and BEl —
RZT Corporation alse agreed that the four-year $8.0 million promissory note received from BEl — RZT
Corporation at closing would be cancelled and deemed 10 be satisfied and paid in full in full satisfaction of
the approximately $8.0 million final purchase price adjustment described above. As a result of the final
purchase price adjustments, we recognized a pretax loss of $59.5 million in discontinued operations in the
accompanying consolidated statements of operations for the year-ended December 31, 2007 related to the sale
of ResortQuest Mainland. In connection with the sale of ResortQuest Mainland, we recorded pre-tax
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restructuring charges for employee severance benefits of $0.4 million for the year-ended December 31, 2007,
of which $0.3 million was included in the pretax loss on the sale of ResortQuest Mainland. Net cash proceeds
from the sale of $9.4 million were used to reduce our outstanding indebtedness.

During 2006, we incurred total impairment charges of $110.7 million related to goodwill and other long-lived
assets of ResortQuest as further discussed below.

We evaluated our goodwill and intangible assets with indefinite useful lives for impairment as of December 31,
2006 as described in Note 1 to the consolidated financial statements included herewith. In connection with this
impatrment test, we determined that the fair value of the ResortQuest trade name, which is an intangible asset
with an indefinite vseful life, was less than its carrying value. In accordance with SFAS No. 142, we recorded
an impairment charge of $12.1 million to write down the carrying value of the ResortQuest trade name to its
fair value. Also in connection with the annual impairment test, we determined that the fair values of certain
reporting units of ResortQuest were less than the carrying values of those reporting units, which indicated the
goodwill related to those reporting units was impaired. Therefore, we measured the impairment of goodwill as
described in Note 1 to the consolidated financial statements included herewith and recorded an impairment
charge of $85.0 million to write down the carrying values of goodwill at the impaired reporting units to their
implied fair values,

During 2005 and 2006, we were developing a new enterprise property management system for ResortQuest
named ReQuest. We indefinitely suspended the development of ReQuest during the fourth quarter of 2006. As
a result of this decision, we determined that there had been a significant change in the extent or manner in
which the system was expected to be used and it was no longer probable that ReQuest would be completed
and placed in service, both of which are indicators that the carrying value of the asset may not be recoverable
under SFAS No. 144 and SOP 98-1. In accordance with SFAS No. 144, we determined that the carrying value
of ReQuest was not recoverable and recorded an impairment charge of $12.6 million to write off the carrying
value of ReQuest. Also in accordance with SFAS No. 144, we determined that the management contracts at a
certain market of ResortQuest were not recoverable and recorded an impairment charge of $0.2 million 1o
write down the carrying values of those management contracts to their fair value.

As a result of a significant adverse change in the business climate at one of the markets of our ResortQuest
business during the third quarter of 2006, we assessed the recoverability of the carrying value of certain long
lived assets in this market and recorded an impairment loss of $0.8 million related to goodwill and $0.1 million
related to certain intangible assets.

Also during 2006, the Company received $5.3 million in cash in full settlement of its claim under its business
interruption insurance policies for profits lost by ResortQuest as a result of hurricanes Ivan, Dennis and
Charley, The Company has recorded the net recovery of $4.9 million as revenue in the results of operations of
businesses accounted for as discontinued operations presented below.

Acuff-Rose Music Publishing. During the second quarter of 2002, we committed to a plan of disposal of our
Acuff-Rose Music Publishing catalog entity. During the third quarter of 2002, we finalized the sale of the
Acuff-Rose Music Publishing entity to Sony/ ATV Music Publishing for approximately $157.0 million in cash,
We recognized a pretax gain of $130.6 million during the third quarter of 2002 related to the sale. Proceeds of
$25.0 million were used to reduce our cutstanding indebtedness. During the fourth quarter of 2007, due to the
expiration of certain indemnification periods as specified in the sales contract, a previously established
indemnification reserve of $0.5 million was reversed and is included in income from discontinued operations
in the consolidated statement of operations.
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The following table reflects the results of operations of businesses accounted for as discontinued operations for
the years ended December 31, 2007, 2006 and 2005:

2007 2006 2005

REVENUES:

ResOrtQUeSt . . oottt e $91,229  §$227969  $240,215
OPERATING LOSS:

ReSOTIOQUESt . . . . o s $ (4460) % (1,965 $ (8,690)

Acuff Rose Music Publishing ... ..................... 517 — —

Other. . .o e — 6 —

Impairment charges .. ........ ... ... .. .. o o, — (110,710) (2,749

Restructuring charges. . . ... ... ... . (125) (44) (840)

Total operating 10ss . ... ... oo (4,068) (112,713) (12,279

INTEREST EXPENSE, NET OF AMOUNTS

CAPITALIZED . . ... . e e e an 754 80
INTEREST INCOME . .. ... . i 309 1,058 725
OTHER GAINS AND (LOSSES)

ResortQuest. . . ... ..o i e (9,450) 6,074 325

L 13T A — 216 136

Total other gains and (losses) .. ......... ... ... ...... {9,450) 6,290 461

Loss before benefit for income taxes . ................... (13,226) (104,611) (11,013)
BENEFIT FOR INCOME TAXES . . . ... .. ... ... .. .. ..., (23,149) (20,398) (7,133)
Income (loss) from discontinued operations . .............. $ 9923 % (84213) §$ (3,380)

Included in other gains and (losses) in the year-ended December 31, 2007 is a pre-tax gain of $50.0 million on
the sale of ResortQuest Hawaii and a pre-tax loss of $59.5 million on the sale of ResortQuest Mainland. The
remaining gains and (losses) in 2007 are primarily comprised of other miscellaneous income and expenses.
Included in other gains and (losses} in 2006 is a pre-tax loss of $17,000 on the sale of certain ResortQuest
markets. The remaining gains and (losses) in 2006 are primarily comprised of a $5.9 million gain on the
collection of a note receivable by ResortQuest that was previously considered uncollectible, gains and losses
recognized on the resolution of various contingent items subsequent to the sale of certain ResortQuest markets,
as well as gains and losses on the sales of fixed assets and other miscellaneous income and expense. Included
in other gains and (losses) in 2005 is a pre-tax loss of $30.4 million on the sale of certain ResortQuest markets.
The remaining gains and (losses) in 2005 are primarily comprised of a $0.9 million gain on the settlement of
certain litigation related to ResortQuest, gains and losses on the sale of fixed assets, and the subsequent
reversal of liabilities accrued at the time of disposal of these businesses for various contingent items.

The benefit for income taxes for the twelve months ended December 31, 2007 primarily relates to a permanent
tax benefit recognized due to differences between book and tax basis on the sales of ResortQuest Hawaii and
ResortQuest Mainland, the Company settling certain ResortQuest issues with the Internal Revenue Service
relaied to periods prior to the acquisition of ResortQuest, the tax effect of interest charged to ResortQuest
International, Inc. during the period, and the writeoff of taxable goodwill associated with the ResortQuest
markets sold in this period.
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Liguidity and Capital Resources
Cash Flows — Summary

Our cash flows consisted of the following during the years ended December 31 (in thousands):

2007 2006 2005
Operating Cash Flows:
Net cash flows provided by operating activities —
continuing operations .. ......... .. ... ... $ 10,546 $107,187 % 80,116
Net cash flows provided by (used in)} operating
activities — discontinued operations. ... ............ 16,153 11,483 (15,140)
Net cash flows provided by operating activities . .. ... ... 26,699 118,670 64,976
Investing Cash Flows:
Purchases of property and equipment. ... ........... (578,815) (282,049)  (115,599)
Proceeds from sale of investment in Bass Pro. ........ 221,527 — —
Other ... .. . . (8,892) (9,039 40,731
Net cash flows used in investing activities — continuing
OPEIALIONS . . . .o vttt et i e (366,180) {291,088) (74,868)
Net cash flows provided by (used in) investing activities —
discontinued operations . .. ........... ... . ... ... 115,400 (14,783) (33,970)
Net cash flows used in investing activities . . . .......... (250,780) (305,871) (108,338)
Financing Cash Flows:
Repayment of long-term debt ... ... ... ... ...... (1,000} (1,000) —
Proceeds from issuance of long-term debt ... .. ... ... 223,000 155,000 20,000
Other ... 9,682 14,761 1,339
Net cash flows provided by financing activities —
continuing operations . ........... ..., . . a0 .., 231,682 168,761 21,339
Net cash flows (used in) provided by financing
activities — discontinued operations. . .. ............ (19,365} 8,020 23,006
Net cash flows provided by financing activities . ... ... .. 212,317 176,781 44 345
Net change in cash and cash equivalents . ... ... ....... $ (1L,764) $ (104200 § 433

Cash Flow From Operating Activities. Cash flow from operating activities is the principal source of cash
used to fund our operating expenses, interest payments on debt, and maintenance capital expenditures.

During 2007, our net cash flows provided by our operating activities — continuing operations were $10.5 million,
reflecting primarily our income from continuing operations before non-cash depreciation expense, amortization
expense, income tax benefit, interest expense, gain on the Viacom stock and CBS stock and related derivatives,
stock-based compensation expense, excess tax benefits from stock-based compensation, income from unconsol-
idated companies, and gains on the sales of our investment in Bass Pro Group, LLC and certain fixed assets of
approximately $11.9 mitlion, partially offset by unfavorable changes in working capital of approximately

$1.4 million. Our cash flows provided by income from continuing operations before the non-cash items described
above were negatively impacted during the year ended December 31, 2007 by us incurring a tax liability of
$99.1 million {after the application of federal and state net operating loss carryforwards and federal credit
carryforwards), which primarily resulted from the net impact of the taxable gains we recognized upon maturity
of our secured forward exchange contract and on the sales of our ResortQuest business and our investment in
Bass Pro Group, LLC. The unfavorable changes in working capital primarily resulted from an increase in prepaid
expenses al Gaylord National due to deposits made for purchases of furniture, fixtures, and equipment and other
capital assets for the hotel, as well as an increase in other receivables as a result of the timing of our estimated
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federal tax payment. These unfavorable changes in working capital were partially offset by a net decrease in
trade receivables primarily due to a change in the timing of guest lodging versus payments received at our hotels,
as well as an increase in receipts of deposits on advance bookings of hotel rooms at Gaylord Opryland, Gaylord
Palms, and Gaylord National.

During 2006, our net cash flows provided by our operating activilies — continuing operations were $107.2 million,
reflecting primarily our income from continuing operations before non-cash depreciation expense, amortization
expense, income tax provision, interest expense, gain on the Viacom stock and CBS stock and related derivatives,
stock-based compensation expense, excess tax benefits from stock-based compensation, income from unconsol-
idated companies, dividends received from unconsolidated companies, and losses on sales of certain fixed assets of
approximately $91.1 million, as well as favorable changes in working capital of approximately $16.1 million. The
favorable changes in working capital primarily resulted from the timing of payment of various liabilities, including
accounts payable, interest, taxes, incentive compensation, and other compensation. These favorable changes in
working capital were partially offset by an increase in trade receivables due to a change in the timing of guest
lodging versus payments received at our hotels, as well as a decrease in receipts of deposits on advance bookings
of hotel rooms at Gaylord Opryland and Gaylord Texan.

During 2005, our net cash flows provided by our operating activities — continuing operations were $8C.1 million,
reflecting primarily our loss from continuing operations before non-cash depreciation expense, amortization
expense, income tax benefit, interest expense, loss on the Viacom stock and related derivatives, income from
unconsolidated companies, dividends received from unconsolidated companies, and gains on sales of certain
fixed assets of approximately $63.0 million, as well as favorable changes in working capital of approximately
$17.1 million. The favorable changes in working capital primarily resulted from the timing of payment of
various liabilities, including accrued interest, taxes, incentive compensation, utilities, and expenses associated
with the Christmas show at Gaylord Oprytand, as well as an increase in receipts of deposits on advance bookings
of hotel rooms (primarily related to the timing of advanced bookings and deposits received by the Gaylord
Opryland and Gaylord Texan). These favorable changes in working capital were partially offset by an increase in
trade receivables due to a change in the timing of guest lodging versus payments received at Gaylord Opryland,
as well as the payment of a portion of the accrued advertising expenses associated with the Naming Rights
Agreement pursuant to the settlement of litigation associated with that agreement.

Cash Flows From Investing Activities.  During 2007, our primary uses of funds and investing activities were
the purchase of property and equipment totaling $578.8 million. Qur capital expenditures during 2007 included
construction at Gaylord National of $499.3 million, as well as $48.2 million to refurbish guestrooms and
renovate certain food and beverage outlets at Gaylord Opryland, During the year-ended December 31, 2007,
we also paid a $10.0 million deposit on the potential purchase of Westin La Cantera Resort, and received net
cash proceeds of $221.5 million from the sale of cur investment in Bass Pro Group, LLC and $5.1 million
from the sales of certain fixed assets. Our net cash flows provided by investing activities — discontinued
operations for the year-ended December 31, 2007 primarily consist of cash proceeds received from the sale of
discontinued operations,

During 2006, our primary uses of funds and investing activities were the purchase of property and equipment
totaling $282.0 million. Our capital expenditures during 2006 included construction at Gaylord National of
$208.3 million, approximately $26.8 million at Gaylord Texan primarily related to the construction of the new
Glass Cactus entertainment complex and the acquisition of a parcel of land adjacent to the hotel, and
approximately $26.0 million at Gaylord Opryland primarily related to a room refurbishment project.

During 2005, our primary uses of funds and investing activities were the purchase of property and equipment
totaling $115.6 million. Our capital expenditures during 2005 included construction at Gaylord National of
$58.2 million, continuing construction at the Gaylord Texan of $17.9 million, and approximately $25.8 million
at Gaylord Opryland primarily related to the construction of a new spa facility and a room refurbishment
project. We also collected a $7.5 million note receivable from Bass Pro, Inc. and received proceeds from the
sale of assets totaling approximately $10.3 million in 2005.

Cash Flows From Financing Activities. The Company’s cash flows from financing activities reflect primarily
the issuance of debt and the repayment of long-term debt. During 2007. the Company’s net cash flows
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provided by financing activities — continuing operations were $231.7 million, reflecting $223.0 million in net
borrowings under the $1.0 billion credit facility and $12.6 million in proceeds received from the exercise of
stock options, partially offset by the payment of $4.0 million in deferred financing costs to refinance our
$600.0 million credit facility. During 2006, the Company’s net cash flows provided by financing activities -
continuing operations were $168.8 million, reflecting $155.0 million of borrowings under the $600.0 million
credit facility and $13.0 million in proceeds received from the exercise of stock options. During 2005, the
Company’s net cash flows provided by financing activities — continuing operations of $21.3 million reflected
primarily a $20.0 million borrowing under the new $600.0 million credit facility and $9.0 million in proceeds
received from the exercise of stock options, partially offset by the payment of $8.5 million of deferred
financing costs in connection with our entering into a new $600.0 million credit facility.

Working Capital

As of December 31, 2007, we had total current assets of $94.8 million and total current Habilities of
$245.6 million, which resulted in a working capital deficit of $150.8 million. A significant portion of our
current liabilities consist of deferred revenues, which primarily represent deposits received on advance
bookings of hotel rooms. These deferred revenue liabilities do not require future cash payments by us. We
believe our current assets, cash flows from operating activities and availability under our $1.0 billion credit
facility will be sufficient to repay our current liabilities as they become due.

Liquidity

As further described above, we plan to invest heavily in our operations during 2008 through the completion
and opening of Gaylord National, the beginning of a planned $400 million expansion of Gaylord Opryland
and a planned $315 million expansion of Gaylord Texan (which expansions are anticipaled to begin in late
2008 or early 2009), the purchase of an ownership interest in the La Cantera Resort, and the purchase of up to
$80 mitlion of our common stock. We intend to use proceeds of our $1.0 billion credit facility, cash flow from
operations, and proceeds of tax increment financing to fund these projects. Our $1.0 billion credit facility
matures on March 9, 2010. Prior to this date, we will be required to refinance our credit facility in order to
finance our ongoing capital needs. Our ability to refinance our credit facility on acceptable terms will be
dependent upon a number of factors, including our degree of leverage, the value of our assets, borrowing
restrictions which may be imposed by lenders and conditions in the credit markets at the time we refinance.
There is no assurance that we will be able to obtain additional financing on acceptable terms.

Principal Debt Agreements

81.0 Billion Credit Facility. On March 23, 2007, we refinanced our credit facility by entering into an
Amended and Restated Credit Agreement by and among the Company, certain subsidiaries of the Company
party thereto, as guarantors, the lenders party thereto and Bank of America, N.A., as administrative agent. The
$1.0 billion amended and restated credit facility (the “$1.0 Billion Credit Facility”) represented an increase of
our previous $600.0 million credit facility.

The $1.0 Billion Credit Facility consists of the following components: (a) a $300.0 million senior secured
revolving credit facility, which includes a $50.0 million letter of credit sublimit and a $30.0 million sublimit
for swingline loans, and (b) a $700.0 million senior secured delayed draw term loan facility, which may be
drawn on in one or more advances during its term. The $1.0 Billion Credit Facility also includes an accordion
feature that will allow the Company to increase the $1.0 Bitlion Credit Facility by a total of up to

$100.0 million, subject to securing additional commitments from existing lenders or new lending institutions.
The revolving loan, letters of credit and term loan mature on March 9, 2010. At the Company’s election, the
revolving loans and the term loans will bear interest at an annual rate of LIBOR plus an applicable margin
ranging from 1.25% to 1.75% or the lending banks’ base rate plus an applicable margin ranging from 0.00%
to 0.50%, subject to adjustments based on the Company’s borrowing base leverage. Interest on the Company’s
borrowings is payable quarterly, in arrears, for base rate loans and at the end of each interest rate period for
LIBOR rate-based loans. Principal is payable in full at maturity. The Company is required to pay a
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commitment fee ranging from 0.125% to 0.35% per year of the average unused portion of the $1.0 Biltion
Credit Facility.

The purpose of the $1.0 Billion Credit Facility is for working capital and capital expenditures and the
financing of the costs and expenses related to the continued construction of the Gaylord National hotel,
Construction of the Gaylord National hotel is required to be substantially completed by October 31, 2008
(subject to customary force majeure provisions).

The $1.0 Billion Credit Facility is (i) secured by a first mortgage and lien on the real property and related
personal and intellectual property of the Company’s Gaylord Opryland hotel, Gaylord Texan hetel, Gaylord
Palms hotel and Gaylord National hotel (in the process of being constructed) and pledges of equity interests in
the entities that own such properties and (ii) guaranteed by each of the four wholly owned subsidiaries that
own the four hoiels. Advances are subject to a 60% borrowing base, based on the appraisal value of the hotel
properties (reduced to 50% in the event a hotel property is sold).

In addition, the $1.0 Billion Credit Facility contains certain covenants which, among other things, limit the
incurrence of additional indebtedness, investments, dividends, transactions with affiliates, asset sales, acquisi-
tions, mergers and consolidations, liens and encumbrances and other matters customarily restricted in such
agreements. The material financial covenants, ratios or tests contained in the $1.0 Billion Credit Facility are as
follows:

« The Company must maintain a consolidated funded indebtedness to total asset value ratio as of the end of
each calendar quarter (i) following the closing date of the $1.0 Billion Credit Facility through the calendar
quarter ending immediately prior to the first full quarter during which the Gaylord National hotel is
substantially completed, of not more than 70% and (ii) for all calendar quarters thereafter, of not more than
65%.

* The Company must maintain a consolidated tangible net worth of not less than the sum of $350.0 million,
increased on a cumulative basis as of the end of each calendar quarter, commencing with the calendar
quarter ending March 31, 2005, by an amount equal to (i) 75% of consolidated net income (to the extent
positive) for the calendar quarter then ended, plus (ii) 75% of the proceeds received by the Company or any
of the Company’s subsidiaries in connection with any equity issuance.

= The Company must maintain a minimum consolidated fixed charge coverage ratio of not less than 2.00 to
1.00 for all calendar quarters during the term hereof.

» The Company must maintain an implied debt service coverage ratio (the ratio of adjusted net operating
income to monthly principal and interest that would be required if the outstanding balance were amortized
over 25 years at an interest rate equal to the then current seven year Treasury Note plus 0.25%) of not less
than 1.60 to 1.00.

As of December 31, 2007, we were in compliance with all covenants. As of December 31, 2007, $398.0 million
of borrowings were outstanding under our credit facility, and the lending banks had issued $12.4 million of
letters of credit under the facility for us, which left $589.6 million of availability under our credit facility
(subject to the satisfaction of debt incurrence tests under the indentures governing our senior notes). The credit
facility is cross-defaunlted to our other indebtedness.

8% Senior Notes, We have outstanding $350 million in aggregate principal amount of senior notes bearing
an interest rate of 8% (the 8% Senior Notes”). We have also entered into interest rate swaps with respect to
$125 million principal amount of the 8% Senior Notes which results in an effective interest rate of LIBOR
plus 2.95% with respect to that portion of the notes. The 8% Senior Notes, which mature on November 15,
2013, bear interest semi- annually in cash in arrears on May 15 and November 15 of each year, starting on
May 15, 2004. The 8% Senior Notes are redeemable, in whole or in part, at any time on or after November 135,
2008 at a designated redemption amount, plus accrued and unpaid interest. The 8% Senior Notes rank equaily
in right of payment with our other unsecured unsubordinated debt, but are effectively subordinated to all of
our secured debt to the extent of the assets securing such debt. The 8% Senior Notes are fully and
unconditionally guaranteed, jointly and severally, on a senior unsecured basis by generally all of our active
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domestic subsidiaries. In connection with the offering and subsequent registration of the 8% Senior Notes, we
paid approximately $10.1 million in deferred financing costs. In addition, the 8% Senior Notes indenture
contains certain covenants which, among other things, limit the incurrence of additional indebtedness
(including additional indebtedness under our senior secured delayed draw term loan facility), investments,
dividends, transactions with affiliates, asset sales, capital expenditures, mergers and consolidations, liens and
encumbrances and other matters customarily restricted in such agreements. The 8% Senior Notes are cross-
defaulted to our other indebtedness.

6.75% Senior Notes. We also have outstanding $225 million in aggregate principal amount of senior notes
bearing an interest rate of 6.75% (the “6.75% Senior Notes”). The 6.75% Senior Notes, which mature on
November 15, 2014, bear interest semi-annually in cash in arrears on May 15 and November 15 of each year,
starting on May 15, 2005. The 6.75% Senior Notes are redeemable, in whole or in part, at any time on or after
November 15, 2009 at a designated redemption amount, plus accrued and unpaid interest. The 6.75% Senior
Notes rank equally in right of payment with our other unsecured unsubordinated debt, but are effectively
subordinated to all of our secured debt to the extent of the assets securing such debt. The 6.75% Senior Notes
are fully and unconditionally guaranteed, jointly and severally. on a senior unsecured basis by generally all of
our active domestic subsidiaries. In connection with the offering of the 6.75% Senior Notes, we paid
approximately $4.2 million in deferred financing costs. In addition, the 6.75% Senior Notes indenture contains
certain covenants which, among other things, limit the incurrence of additional indebtedness (including
additional indebtedness under our senior secured delayed draw term loan facility), investments, dividends,
transactions with affiliates, asset sales, capital expenditures, mergers and consolidations, liens and encum-
brances and other matters customarily restricted in such agreements. The 6.75% Senior Notes are cross-
defaulted to our other indebtedness.

Future Developments

As described in “Overall Outlook” above, we are considering other potential hotel sites throughout the country,
including Chula Vista, California and San Antonio, Texas.

Off-Balance Sheet Arrangements

As described in Note 5 1o our consolidated financial statements included herein, we have investments in two
unconsolidated entities, each of which owns a hotel located in Hawaii. As described in Note 12 to our
consolidated financial statements included herein, our joint venture partner in each of these unconsolidated
entities has guaranteed certain loans made to wholly-owned subsidiaries of each of these entities, and we have
agreed to contribute to these joint venture partners our pro rata share of any payments under such guarantees
required to be made by such joint venture partners. In addition, we enter into commitments under letters of
credit, primarily for the purpose of securing our deductible obligations with our workers’ compensation
insurers, and lending banks under our credit facility had issued $12.4 million of letters of credit as of
December 31, 2007 for us. Except as set forth above, we do not have any off-balance sheet arrangements.
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Commitments and Contractual Obligations

The following table summarizes our significant contractual obligations as of December 31, 2007, including
long-term debt and operating and capital lease commitments (amounts in thousands):

Less
Total than After
amounts 1 1-3 35
committed year years years years
Contractual obligations
Long-termdebt ................ $ 973,000 $ — $398000 3 — § 575000
Capital leases. .. ............... 3,101 1,058 1,182 861 —
Promissory note payable to Nashville
Predators ................... 3.000 1,000 2,000 —_ —
Construction commitments . . ...... 136,666 136,666 — — —
Operating leases(t). . ..........., 665,101 6,127 9.842 8,036 641,096
Other. . ... e 350 175 175 — —
Total contractual obligations. ... ... $1,781,218 5145026 $411,199 $8.897 $1,216,096

(1} The total operating lease commitments of $665.1 million above includes the 75-year operating lease agree-
ment we entered into during 1999 for 65.3 acres of iand located in Osceola County, Florida where Gaylord
Paims is located.

The cash obligations in the table above do not include future cash obligations for interest associated with our
outstanding long-term debt, capital lease obligations, and promissory note payable to Nashville Predators. See
“Supplemental Cash Flow Information” in Note | 1o our consolidated financial statements included herewith
for a discussion of the interest we paid during 2007, 2006 and 2005.

Due to the uncertainty with respect to the timing of future cash flows associated with our unrecognized tax
benefits at December 31, 2007, we can not make reasonably reliable estimates of the period of cash settlement,
if any, with the respective taxing authority. Therefore, $15.1 million of unrecognized tax benefits have been
excluded from the contractual obligations iable above.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financial Condition and Results of Operations discusses our
consolidated financial statements, which have been prepared in accordance with U.S. generally accepted
accounting principles. Accounting estimates are an integral part of the preparation of the consolidated financial
statements and the financial reporting process and are based upon current judgments. The preparation of
financial statements in conformity with U.S. generally accepied accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts
of revenues and expenses during the reported period. Certain accounting estimates are particularly sensitive
because of their complexity and the possibility that future events affecting them may differ materially from
our current judgments and estimates.

This listing of critical accounting policies is not intended to be a comprehensive list of all of our accounting
policies. In many cases, the accounting treatment of a particular transaction is specifically dictated by generally
accepted accounting principles, with no need for management’s judgment regarding accounting policy. We
believe that of our significant accounting policies, which are discussed in Note 1 to the consolidated financial
statements included herein, the following may involve a higher degree of judgment and complexity.

Revenue recognition. 'We recognize revenue from our hotel rooms as earned on the close of business each
day that a stay occurs. Revenues from food and beverage and retail sales are recognized at the time of the
sale. Revenues from other services at our hotels, such as spa, parking, and transportation services are
recognized at the time services are provided. We recognize revenues from the Opry and Attractions segment
when services are provided or goods are shipped, as applicable.
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Impairment of long-lived assets and goodwill. In accounting for our long-lived assets other than goodwill, we
apply the provisions of SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.”
Under SFAS No. 144, we assess our long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying value of the assets or asset group may not be recoverable.
Recoverability of long-lived assets that will continue to be used is measured by comparing the carrying
amount of the asset or asset group to the related total future undiscounted net cash flows. If an asset or asset
group’s carrying value is not recoverable through those cash flows, the asset group is considered to be
impaired. The impairment is measured by the difference between the assets” carrying amount and their fair
value, based on the best information available, including market prices or discounted cash flow analysis.

Effective January 1, 2002, we adopted SFAS No. 142, “Goodwill and Other Intangible Assets.” Under

SFAS No. 142, goodwill and other intangible assets with indefinite useful lives are not amortized but are
tested for impairment at least annually and whenever events or circumstances occur indicating that these
intangibles may be impaired. We perform our review of goodwill for impairment by comparing the carrying
value of the applicable reporting unit (o the fair value of the reporting unit. If the fair value is less than the
carrying value then we measure potential impairment by allocating the fair value of the reporting unit to the
tangible assets and liabilities of the reporting unit in a manner similar to a business combination purchase
price allocation. The remaining fair value of the reporting unit after assigning fair values to all of the reporting
unit’s assets and liabilities represents the implied fair value of goodwill of the reporting unit. The impairment
is measured by the difference between the carrying value of goodwill and the implied fair value of goodwill.
There were no impairment charges recorded during 2007.

Stock-based compensation. The Company accounts for stock-based compensation in accordance with

SFAS No. 123R, “Share-Based Payment”. In accordance with SFAS No. 123R, the Company records
compensation expense equal to the fair value of each stock option award granted on a straight line basis over
the option’s vesting period. The fair value of each option award is estimated on the date of grant using the
Black-Scholes-Merton option pricing formula, which requires various judgmental assumptions including
expected volatility, expected term, expected dividend rate, and expected risk-free rate of return. Expected
volatilities are based on the historical volatility of the Company’s stock. The Company uses historical data to
estimate option exercise and employee termination within the valuation model. The expected term of options
granted represents the period of time that options granted are expected to be outstanding. The risk-free rate for
periods within the contractual life of the option is based on the U.S. Treasury yield curve in effect at the time
of grant. If any of the assumptions used in the Black-Scholes-Merton option pricing formula change
significantly, stock-based compensation expense may differ materially in the future from that recorded in the
current peried. The assumptions for expected volatility and expected term are the two assumptions that
significantly affect the grant date fair value. The expected dividend rate and expected risk-free rate of return
are not significant to the calculation of fair value.

Derivative financial instruments. We utilize derivative financial instruments to reduce interest rate risks and
to manage risk exposure to changes in the value of certain owned marketable securities and the prices at which
we purchase natural gas and electricity for our hotels. We record derivatives in accordance with SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities”, which was subsequently amended by

SFAS No. 138. SFAS No. 133, as amended, established accounting and reporting standards for derivative
instruments and hedging activities. SFAS No. 133 requires all derivatives to be recognized in the statement of
financial position and to be measured at fair value. Changes in the fair value of those instruments will be
reported in earnings or other comprehensive income depending on the use of the derivative and whether it
qualifies for hedge accounting.

We obtain valuations of our derivative assets and liabilities from counterparties and record changes in the
derivative assets and liabilities based on those valuations. The derivative assets and liabilities held by us at
December 31, 2007 include a fixed to variable interest rate swap and variable to fixed natural gas price swaps.
Prior to its maturity during the second quarter of 2007, we also held a secured forward exchange contract with
respect to 5,468,950 shares of Viacom stock and 5,468,950 shares of CBS stock. The measurement of these
derivatives’ fair values requires the use of estimates and assumptions.
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The key assumption used to determine the fair value of our secured forward exchange contract was the
underlying value of the Viacom stock and CBS stock. Changes in this assumption could marerially impact the
determination of the fair value of the secured forward exchange contract and the related net gain or loss on the
investment in Viacom stock and CBS stock and related derivatives. The key assumption used to determine the
fair value of our fixed to variable interest rate swap was changes in LIBOR interest rates. Changes in this
assumption could materially impact the determination of the fair value of this derivative and the related charge
to 2007 interest expense. For example, if LIBOR rates were to increase by 100 basis points each, our annual
net interest cost on debt amounts associated with this interest rate swap would increase by approximately

$1.3 million. The key assumption used to determine the fair value of our variable to fixed natural gas price
swaps was the forward price of natural gas futures contracts for delivery at the Henry Hub as of December 31,
2007 as quoted on the New York Mercantile Exchange. Changes in this assumption could materially impact
the determination of the fair value of this derivative and the related charge to other comprehensive income and
operating costs. For example, if the forward price of natural gas futures contracts for delivery at the Henry
Hub as of December 31, 2007 as quoted on the New York Mercantile Exchange was to increase or decrease
by (%, the derivative asset associated with the (air value of our natural gas swaps outstanding as of
December 31, 2007 would have increased or decreased by $0.5 million.

Income taxes. We account for income taxes in accordance with SFAS No. 109, “Accounting for Income
Taxes" Under SFAS 109, deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax bases, using enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be recovered or settled.

We must assess the likelihood that we will be able to recover our deferred tax assets. If recovery is not likely,
the provision for taxes is increased by recording a reserve, in the form of a valuation allowance, against the
estimated deferred tax assets that will not ultimately be recoverable.

We have state net operating loss carryforwards for which management believes it is more-likely-than-not that
future taxable income will be sufficient to realize the recorded deferred tax assets. Management considers the
scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies,
which involve estimates and uncertainties, in making this assessment. Projected future taxable income is based
on management’s forecast of our operating results. Management periodically reviews such forecasts in
comparison with actval results and expecied trends. We have established valuation aliowances for deferred tax
assets primarily associated with certain subsidiaries with state operating loss carryforwards. At December 31,
2007, we had state net operating loss carryforwards of $319.7 million resulting in a deferred tax benefit of
$13.3 million. A valuation allowance of $7.0 million has been provided for certain state deferred tax assets,
including loss carryforwards, as of December 31, 2007. In the event management determines that sufficient
future taxable income, in light of tax planning strategies, may not be generated to fully recover net deferred
tax assets, we will be required to adjust our deferred tax valuation allowance in the period in which we
determine recovery is not probable.

In addition, we must deal with uncertainties in the application of complex tax regulations in the calculation of
tax liabilities and are subject to routine income tax audits. We apply the interpretations prescribed by FIN 48,
“Accounting for Uncertainty in income Taxes” in accounting for the uncertainty in income taxes recognized in
our consolidated financial statements. FIN 48 provides guidance for the recognition and measurement in
financial statements for uncertain tax positions taken or expected to be taken in a tax return. In accordance
with FIN 48, we provide for uncertain tax positions and the related interest and penalties based upon
management’s assessment of whether a tax benefit is more likely than not to be sustained upon examination
by tax authorities. We make this assessme